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move to the next chapter of simplifica-
tion of the Internal Revenue Code.

Mr. President, this is a happy day. I
will, with enthusiasm, join what I am
confident will be a large majority of
my colleagues in voting for this con-
ference report which will move us sub-
stantially towards the goal of an IRS
Code that all Americans, that all those
affected by its administration, will feel
prouder about as citizens and will
make their task of compliance with
their tax responsibilities somewhat
easier. Thank you, Mr. President.

Mr. LOTT addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader, Senator LOTT, is recog-
nized.

Mr. LOTT. Mr. President, will the
Senator from Montana allow me to
make a brief statement before he pro-
ceeds?

Mr. BAUCUS. The Senator from Mon-
tana is absolutely delighted to allow
the majority leader to proceed.

f

UNANIMOUS CONSENT REQUEST—
EXTENDING TIME TO FILE FIRST
DEGREE AMENDMENTS TO S. 648

Mr. LOTT. Mr. President, as all
Members are aware, when a cloture
motion is filed in the Senate, the provi-
sions of rule XXII, the cloture rule, re-
quire all first-degree amendments must
be filed at the desk by 1 p.m. the day
before the cloture vote occurs.

Last evening, I filed cloture on the
substitute amendment to the product
liability bill. Realizing and observing
how upset the Democratic leader was
when cloture was filed last night, I
checked with the desk as to exactly
how many amendments had been filed
to the product liability bill by our
Democratic colleagues. To my dismay,
earlier only two had been filed, but
still a very small number, and only 21
Democratic amendments have been
filed, and it is almost 1 p.m., the dead-
line time.

The Democratic leader stated last
evening that many Members on his side
of the aisle had amendments they wish
to offer on this bill. And he also stated,
‘‘It is the right of all Senators to fulfill
the functions of their responsibilities
to offer amendments.’’ Well, where are
the amendments? And why have Mem-
bers on the Democratic side of the aisle
chosen not to file amendments within
the timeframe that is outlined under
rule XXII?

Could it be that our colleagues had
never been prepared to exercise their
right to offer amendments when it
comes to the legislation? Instead, have
our colleagues on the other side of the
aisle just decided they would vote
against cloture with the intention of
never attempting to offer amendments
that would have been intended, I am
sure, to ‘‘improve the bill,’’ as Senator
DASCHLE suggested?

Since there have only been 21 amend-
ments filed, it seems to me that maybe
our Democratic colleagues are not seri-
ous about addressing this important

issue which is, by the way, a bill that
has been laboriously worked out. It is a
compromise bill. Senator GORTON of
Washington, Senator ROCKEFELLER of
West Virginia, have spent hours, days,
months working on this. And this leg-
islation has been approved by the ad-
ministration, by the White House.
They have indicated they would sign it.
So why in the world would there not be
a serious attempt here to pass this leg-
islation?

But having said all that, I am pre-
pared to offer a consent agreement
that would extend the filing time for
first-degree amendments until 5 p.m.
this afternoon, if that would help ac-
commodate our colleagues on the
Democratic side or, for that matter, on
the Republican side.

Therefore, I do now ask unanimous
consent that, notwithstanding rule
XXII, that the filing deadline for the
first-degree amendments with respect
to the product liability bill be extended
to 5 p.m. this afternoon.

The PRESIDING OFFICER (Mr.
GREGG). Is there objection?

Mr. BAUCUS. Reserving the right to
object, I consulted with my Democrat
colleagues, knowing this request would
come up, and it is our belief that the
consent should not be granted. Accord-
ingly, I object.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. LOTT. I yield the floor, Mr.
President.

Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Montana.
f

INTERNAL REVENUE SERVICE RE-
STRUCTURING AND REFORM ACT
OF 1998—CONFERENCE REPORT

The Senate continued with the con-
sideration of the conference report.

Mr. BAUCUS. Mr. President, I would
like to speak a little bit about the con-
ference report that is before us, the
IRS restructuring bill.

Today, the Senate reaches the end of
a journey that has been 2 long years in
the making. It is actually a journey
that began a couple years ago when the
National Commission on Restructuring
the IRS was charged with investigating
the IRS’ repeated failure to modernize
its computer systems. There are many
stories of the IRS computer systems
falling down, crashing, systems not
meshing; and essentially the commis-
sion felt that it was their charge to try
to find the answer to all these prob-
lems.

It became very clear, Mr. President,
as the commission began trying to find
a solution to the computer problems,
that it was just touching the tip of the
iceberg, that there are a lot more prob-
lems in the IRS that had to be ad-
dressed; namely, the abuse of too many
agents, too many rogue agents, the in-
sensitivity, too often, of its IRS em-
ployees toward taxpayers. Frankly, it
led the commission to dig much more
deeply into problems facing the IRS.

Accordingly, the commission proceeded
to look at other areas in addition to
computers. The commission probed
various problems that the taxpayers
face in our country.

Under the leadership of Senators
KERREY and GRASSLEY and Representa-
tives PORTMAN and COYNE of the House,
the commission, I think, produced a se-
ries of very good recommendations
that have become the foundation of the
bill before us.

Again, it was a restructuring com-
mission. They spent a lot of time look-
ing at the problems of the IRS. They
presented their recommendations to
the Congress, and essentially, the bill
before the Congress today is the mani-
festation, the outgrowth of those rec-
ommendations by the commission.

In addition, Mr. President, under the
leadership of our chairman of the Fi-
nance Committee, BILL ROTH, with his
very extensive hearings, we were able
to draw out many more abuses, many
more problems that our American peo-
ple were facing with the IRS. As a con-
sequence, I think we have a better bill.
We were able to fine-tune some of those
Restructuring Commission rec-
ommendations. In fact, we were able to
add a few more. So altogether, I do
think it is a combination of very good
effort on the part of both the commis-
sion and the conference. And I think,
Mr. President, that the result is going
to turn out to be quite good for the
American people—not perfect, but cer-
tainly an improvement.

Justice John Marshall once said,
‘‘The power to tax involves the power
to destroy.’’ We all know that the cor-
ollary to that is that the power of the
tax collector must be very carefully
balanced, because the tax collector,
him or herself, has inordinate power
when he or she tries to collect taxes.
Any tax collection agency must be
strong enough to make sure that ev-
eryone is paying his or her fair share of
taxes, but not so powerful as to tram-
ple on the rights of ordinary citizens.

It is quite clear, through the testi-
mony of our witnesses before our com-
mittee and comments from our con-
stituents at home, that the IRS has
lost that balance over the years.

Let me give you one example.
This is a plea for help from a con-

stituent of mine in Montana. ‘‘The
problem with the IRS started in 1997.
John’’—that is not this person’s real
name—‘‘and I’’—in this case it is
John’s wife—‘‘had just bought a house.
I was a semester away from graduating
from college, and we thought the
[failed] business [that we had] was be-
hind us. The last week in July 1997, I
returned home after a day of working
at my part-time job to find a nasty
note on my front door from [an agent]
stating that he had ‘tracked’ us down
and expected a phone call or [else] ac-
tion would be taken. I promptly called
him to find out [what was going on]. He
was very rude and reluctant to give me
any information, [saying he could not
talk to me, did not want to talk to me
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because he was not talking to my hus-
band].’’

The long and the short of it is—and I
am paraphrasing the letter here—‘‘. . .
he began talking to me in a [very] de-
grading manner. He said, ‘. . . I expect
to [get taxes] in full,’ [and said it in a
very rude way]. When I asked him to
explain, he . . . [treated me like] a
criminal who was running [away] from
the IRS.’’

Continuing further, Mr. President,
basically, the agent in this case put a
lien on everything this person owned,
also made many personal comments.
He obviously investigated the personal
lives of these taxpayers and basically
was so rude and so arrogant as to per-
forming almost Gestapo tactics against
my constituents. My constituent ends
up, Mr. President, in her letter by say-
ing that very clearly the Government
was not working for the people, but
rather was working against the people.

I think this letter sums up the issue
in a nutshell; that is, to make the Gov-
ernment work much more for people,
not against them, that is, put service
back into the Internal Revenue Service
instead of being arrogant and degrad-
ing people as much as the Service has
in the past.

Now, we certainly do not want to tie
the IRS’ hands so much that tax cheats
are encouraged. The rest of us, as we
all know, end up picking up the tab
when someone else cheats. At the same
time, we also can’t have the IRS
harassing innocent citizens and assum-
ing everyone is guilty the minute they
walk into the door. We have to find
that balance. It is not an easy matter.
I believe this legislation will help the
IRS find its way back to that balance.

What does it do? It creates a board
made up chiefly of private citizens,
subject to the confirmation powers of
the Senate, giving the Senate an oppor-
tunity to ask lots of questions of these
new board members to see whether or
not they fill the bill.

The board will also keep an eye on
the IRS budget, report independently
to the Congress its recommendations
on IRS budget matters, and not have to
go through the regular Government
channels. The board will focus on long-
term goals. It will also make sure the
Service stays on track to meet these
goals. It will also ferret out problems
to help the IRS itself find solutions.

The bill creates much more personnel
flexibility, making it easier for the
new Commissioner, with his enthu-
siasm, who wants to get things shaped
up, giving him flexibility to reward
employees doing well. I think this
flexibility will help the IRS attract
competent people, people who are tech-
nically competent and management ex-
perts. You get what you pay for. If you
want to get good people, you have to be
able to pay them well and you have to
give them the wherewithal to do the
job right. There has not been sufficient
flexibility to this point in the IRS.

This bill also reorganizes the IRS,
somewhat in the same vein as a major

American company, IBM, was reorga-
nized when IBM years ago realized it
was falling behind, that it was not
serving customers, customers were not
No. 1. It made dramatic changes. Mr.
Rossotti was part of those changes at
IBM, and we are hopeful some of the
changes will work here.

What are some examples? One major
example: Currently, when a taxpayer
has a problem with the IRS and it in-
volves several kinds of problems—say,
income tax or payroll tax or a cor-
porate tax is involved—the agent who
handles the case transfers all the files
over to the person responsible, say, for
payroll taxes; if it is a corporate tax
file, it is transferred to a corporate tax
person; and if it is another problem, it
is transferred to that person, essen-
tially passing the buck. So when an in-
dividual taxpayer tries to find out
what in the world is going on with his
file, sometimes the file is lost, the per-
son he or she calls doesn’t know the
answer to the question; it is just a
mess.

How do we attempt to solve it? Es-
sentially, the IRS now will be divided
into four separate divisions: One for
small business, one for large corpora-
tions, a third for tax-exempt institu-
tions, and a fourth for individual tax-
payers. Now, when you, a taxpayer,
have a question for the IRS, one person
is in charge of your file—one person,
more accountability. If you are a small
business person, it is the small busi-
ness section; an individual taxpayer,
the individual taxpayer section—even
though you may have questions involv-
ing different parts of the code. That
should help reduce ‘‘buck passing.’’

The bill also adds important new tax-
payer protections to help protect citi-
zens against arbitrary actions. There
are penalty and interest provisions sus-
pended or reduced. Too often, the IRS
has taken advantage of the penalty and
the interest provisions in the law to
browbeat taxpayers. A number of due
process requirements are created. For
example, legislation would require the
IRS to give a delinquent taxpayer 30
days’ notice to request a hearing before
property is seized. In addition, the IRS
is required here to seize business prop-
erty only as a last resort. That has not
always been the case. It further pro-
hibits the seizure of a personal resi-
dence without court approval. That is a
major change.

The bill further makes it easier for
an innocent spouse to get relief from
tax debts that the guilty spouse may
have accumulated. It shifts the burden
of proof from the taxpayer to the IRS
in court proceedings so long as the tax-
payer keeps appropriate records and
cooperates with the agency.

I am not positive this is exactly tai-
lored the way it should be. Currently,
in our judicial system, the burden of
proof is on the Government when they
bring an action against a citizen. That
is the way it should be. Up to this
point, that has not been the case with
respect to our tax laws, the theory

being that the taxpayer is the one who
keeps the books and records so the tax-
payer should have the obligation to
show that he or she should not have to
pay the taxes the IRS is seeking. The
burden of proof still is on, probably,
the wrong place. We have tried to find
the right balance here. I hope this pro-
vision in the statute works. Only time
will tell. If there are problems, we will
have to address them.

The bill further extends the attor-
ney-client privilege in most cases to
accountants and to others authorized
to practice before the IRS. Again, I am
not sure how good an idea this is. It
will make it more difficult for major
accounting firms to sign off as to the
financial statements of a company
they are auditing. They may feel com-
promised because of this new provision.
I hope this works. It may not. If not,
we will have to come back and revisit
it as well.

Finally, the bill before the Senate
takes a first step toward addressing
what may be the biggest contributor to
taxpayer problems with our Tax Code;
namely, all of us, Congress itself.

Witness after witness at our hearings
complained about the complexity of
the code. This bill requires that every
tax bill in the future be accompanied
by an analysis of whether it will fur-
ther complicate the code, how hard it
will be for taxpayers to comply with
new laws. As we strive to achieve fair-
ness in our code, we sacrifice simplic-
ity. With this bill, we will theoretically
be able to more clearly understand the
extent of that sacrifice. I hope this
works.

We need to address the complexity of
the code. I am not certain this will
work as well as it is cracked up to.
This will only work if the Congress fo-
cuses with utmost intensity on this
part of the change and focuses on how
proposed change adds to the complex-
ity. I worry that this will otherwise be
window dressing, that the Service and
the administration, Treasury, IRS,
Congress, might gloss over this provi-
sion. It sounds good right now, but we
will not follow up, do the hard work
and heavy lifting, when the new provi-
sion is before us. It really depends upon
us. It is like the Pogo cartoon, ‘‘I have
met the enemy, and he is us.’’ This will
work, the anticomplexity provision,
only if we make it work. Time will tell.

This bill certainly clips the wings of
IRS agents, but we all know that clip-
ping the Government’s wings too close-
ly presents its own dangers. The Serv-
ice estimates that the so-called tax
gap, which is the measure of how much
legitimately owed tax is not being col-
lected, is now almost $200 billion a
year. This amounts to more than $1,600
per year for every tax return filed by
the rest of us—$1,600 per return, filed
by the rest of us, is not being collected.
Addressing this problem, unfortu-
nately, is not in this bill. That has
been left to another day.

I truly hope we have not done any-
thing in this bill which will exacerbate
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the problem further, because this bill
may be sending a message to some
American, ‘‘Hey, the IRS’ wings are
getting clipped; I can get away with
more; I don’t have to report everything
so much.’’ That is not the message of
this bill. The message of this bill is,
the Service will treat individual tax-
payers more like people and provide a
service that it should be providing;
that is, remembering that people are
actually the employers in this outfit
and the IRS is the employee.

We have a second problem not ad-
dressed in this bill, and that is the tax
gap. I hope that is addressed in the not
too distant future because it is a prob-
lem that is mounting with each passing
day. Partly it is caused by the com-
plexity in the code.

I am also concerned about how we
pay for the lost revenues in this bill. I
don’t think it is the best result we
could come up with. And I have further
concern that the bill’s provision may
result in extended litigation, further
slowing down our court system, be-
cause these are new provisions; they
have to be interpreted. Lawyers are
going to try to put one spin on it; an-
other lawyer, another spin. A lot of the
problems may end up in the courts.

I firmly believe we must not let an-
other tax session go by without at least
the taxpayer protections in this bill. I
am pleased to support the conference
report. I am pleased I can go back to
my constituents, including the young
lady who wrote that letter, to say: We
have tried to fix your problem, we have
gone a long way toward fixing your
problem; it is not perfect, but it goes a
long, long way.

In the end, Mr. President, the effec-
tiveness of these provisions depends
very much on the degree to which the
White House, the administration, the
Treasury, and the Congress continue to
oversee the IRS, continue to have hear-
ings into the IRS’ operations, praising
them when they are doing a good job,
criticizing them when they are doing a
bad job.

We are here today, passing this legis-
lation, in many respects because both
the administration and the Congress
for way too many years have let the
IRS drift.

There has been virtually no over-
sight. Treasury hasn’t paid much at-
tention to the IRS. Congress hasn’t
paid much attention to the IRS. As a
consequence, they have kind of gone off
in a direction that has not been as
praiseworthy as we would like. So it is
up to us, the people’s representatives,
to continue vigorous, aggressive over-
sight, if these provisions enacted today
turn out to be as good as we all say
they are and hope them to be.

I yield the floor.
Mr. GRASSLEY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Iowa is recognized.
Mr. GRASSLEY. Mr. President, there

are two people I would like to mention
before I make my remarks. I commend
the chairman of the Finance Commit-

tee, Senator ROTH, for improving this
bill as it has made its way through the
legislative process. Too often, I see
bills deteriorate as they are worked on
by various subcommittees, commit-
tees, and on floors of the Houses of
Congress. They sometimes deteriorate
in the process to a lesser bill than we
originally sought. This piece of legisla-
tion started out as a product of the Na-
tional Commission on the Restructur-
ing of the IRS and, for the most part,
the recommendations of the commis-
sion were not changed as it went
through the legislative process. But
there were considerable additions made
to this legislation. Senator ROTH needs
to be complimented for making this a
better bill as it is now in this con-
ference report. Each step of the way it
was improved, which is the result of
the hearings that he had last fall and
in the spring of this year.

The second person that I compliment
is not part of the legislative process,
but is the new Commissioner of the In-
ternal Revenue Service, Mr. Charles O.
Rossotti. He was appointed by the
President last fall and confirmed and
has been on the job now 8 or 9 months.
I compliment him because he has not
waited for Congress to act before mak-
ing much-needed changes in the admin-
istration of the Internal Revenue Serv-
ice.

What I sought when I wrote to Presi-
dent Clinton in December of 1996 was to
urge that the President appoint a non-
lawyer to be IRS Commissioner—the
first time that that has been done in
four decades. I recommended that it be
somebody from the private sector, a
nonlawyer, who would know how to run
an organization. This person would
know how to make the IRS should be:
oriented toward serving the taxpayers.
I didn’t know that the President would
take my suggestion so seriously. But
he did. He appointed Mr. Rossotti.

Mr. Rossotti comes from a very suc-
cessful career in the private sector,
having formed a corporation of his
own, from a few employees to thou-
sands of employees. He left that envi-
ronment—a very successful business—
to serve the people of this country as
IRS Commissioner. Being successful, as
he was, would not have happened if he
had not tried to serve his customer. So
having that attitude come into the IRS
will result in a breath of fresh air. It
should make the IRS oriented toward
consumer satisfaction. I have hope that
he his insight will help the IRS respect
the taxpayer, and as a result, it will
make the collection of taxes much
more efficient as well.

Mr. Rossotti has not waited for Con-
gress to act until he started to insti-
tute a lot of reforms. I say that he,
from day one, started to carry out the
spirit of the commission’s rec-
ommendations before they were ever
enacted into law. He needs to be com-
plimented for doing that.

On the first day that the Restructur-
ing Commission met in the fall of 1996,
various commission members were

asked to tell what they thought we
ought to try to accomplish through the
coming year’s work. When they got to
me as one of the four congressional
members of the commission, I said that
I wanted to make sure that the IRS be-
comes more consumer friendly. If it be-
came more consumer friendly, the tax-
payer would honestly enjoy working
with the Internal Revenue Service. I
hope that is what this legislation does.
Obviously, we won’t know for several
years if that sort of reform has been
brought about, but that was my goal in
the fall of 1996, and I think the com-
mission’s recommendations tended to
go in that direction.

As I have complimented Chairman
ROTH, I think the bill has even gone be-
yond our committee recommendations
in that direction—ultimately, to elimi-
nate the culture of intimidation within
the IRS and to make sure that the IRS
sets a standard for the taxpayers of
this country. This bill will make the
IRS deliver accurate information in a
timely fashion and in a courteous way.
In other words, this bill should make
the IRS treat the taxpayer exactly as
the IRS expects the taxpayer to treat
it. The IRS expect prompt and accurate
filing on April 15.

So today is a very proud day for me.
It is a proud day for the U.S. Senate.
Maybe it brings a little common sense
to Washington nonsense as well.
Today, we declare a victory—a victory
for the American taxpayer and for Con-
gress. We have done something very
good in this legislation. This is Govern-
ment serving the people at its finest. It
is for causes such as this that I am in
public service.

Let me explain why we did what this
conference report does. I want to give
you an example to explain why we
found it necessary to pass a bill that
comprehensively restructures and re-
forms the Internal Revenue Service.
One Christmas Day, maybe 5 or 6 years
ago, as I sat around the Christmas tree
opening presents with my family, the
telephone rang. On such a glorious day
of good cheer and hope, I answered my
telephone in high spirits. The woman
at the other end of the line, a constitu-
ent of mine, was in tears. Her husband
was critically ill and the IRS was com-
ing after them for everything that they
owned. I don’t mean that they were
coming after them on Christmas Day,
but it was Christmas Day that this tax-
payer of mine was bothered by this
thought of dealing with the IRS.

The taxpayer of mine owned very lit-
tle, but the IRS was after it. She had
no idea what to do. She had nowhere
else to turn. So on Christmas Day, that
day of hope to us, she picked up the
telephone and called me. I have my
name listed in the telephone book, so I
am easy to get ahold of. She called
someone she had never met, someone
she only knew by reputation. This
woman was at the end of her rope and
she had nowhere else to turn. She
didn’t understand what was happening
to her. She only knew that the IRS was
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harassing her to pay the debt that she
didn’t know they had, and it was not
willing to work with her on that debt.

Let’s think back to the hearings the
Senate Finance Committee held in the
last year. We heard from victims of the
IRS, about harassment and about
abuse. We heard from IRS employees
about the culture of intimidation at
the IRS, which results in taxpayer
abuse and keeps good employees from
climbing the career ladder. These hear-
ings touched a nerve with the Amer-
ican public, and they did so for a very
good reason. We all saw ourselves in
those stories—either in the victim, or
we knew that it could have been us.

There are critics of this legislation.
To the critics I say this: We have dif-
ferent friends; we talk to different peo-
ple. I am convinced that the critics
have never spoken to a taxpayer facing
the loss of his home, wondering where
his family will sleep that night. They
have never spoken with a woman who
had IRS agents screaming and threat-
ening her in front of her family. They
have never spoken with the average
taxpayer who works hard to make ends
meet, pays his taxes on time and
doesn’t want to spend his kids’ college
fund on attorneys to fight the IRS.
These are the people to whom I talk.
These happen to be my constituents.
These are the people who send me to
represent them. This bill is for those
constituents of mine.

It is for the average American tax-
payer, who is neither an accountant
nor a lawyer. It is for the average
American taxpayer who is not sure how
to navigate the system, but who wants
to stand up for himself in true Amer-
ican fashion. It is for the IRS employee
who wants integrity in his workplace
and reward for a job well done.

This legislation is not a rash effort.
It was not hatched overnight. Rather,
it is the product of years of study and
work. Senator KERREY and I were hon-
ored to serve on the National Commis-
sion on Restructuring the Internal
Revenue Service. In June, 1997 this
commission released an 80-page report
of recommendations to radically re-
structure the IRS. These recommenda-
tions were turned into legislation,
which Senator KERREY and I intro-
duced in the Senate, and Congressman
PORTMAN introduced in the House.

There are many people who worked
on the effort you see before you today.
I have already complimented Senator
ROTH, the Chairman of the Finance
Committee, for holding two series of
important oversight hearings. These
gave us further insight into the IRS
and gave this legislation the momen-
tum it needed. He also has shown great
leadership in strengthening the House-
passed bill, and navigating it through
the conference committee.

Senator D’AMATO and Senator
GRAHAM should be thanked for their
leadership to provide relief for inno-
cent spouses. Senator MACK should be
thanked for his leadership in creating
confidentiality between an accountant

and his client. And, of course, my
friends Senator KERREY and Congress-
man PORTMAN must be recognized for
their untiring work, for endless hours
on endless days, on the Restructuring
Commission and this legislation.

Let’s talk about what this bill does.
First, it provides oversight and it man-
dates accountability. It was Justice
Louis Brandeis who said, ‘‘sunlight is
said to be the best of disinfectants;
electric light the most efficient police-
man.’’ This legislation provides sun-
light and electric light throughout the
IRS.

First, this bill creates a new Inspec-
tor General for Tax Administration
within the Treasury Department. This
new IG will be dedicated solely to over-
sight of the IRS. He or she will have all
of the powers and responsibilities given
by the Inspector General statute. This
office will also assume most of the re-
sponsibilities now performed by the
IRS’ Inspection Service. This change
moves the oversight function out of the
IRS and into the Treasury Department
where it can be more impartial and ef-
fective.

This bill also requires that this In-
spector General for Tax Administra-
tion randomly audit IRS denials of
public information requests. I have
found, and have heard from others,
that the IRS sometimes hides impro-
prieties by claiming the information is
protected for taxpayer confidentiality
or law enforcement reasons. However,
upon further investigation, it has been
discovered that the redacted informa-
tion has nothing to do with either tax-
payer confidentiality or law enforce-
ment. It simply admits IRS error and
admits IRS error, and it gives them an
opportunity to hide from public scru-
tiny. Claiming taxpayer confidential-
ity or law enforcement as a reason to
redact or fail to release information
lets the IRS avoid oversight by Con-
gress, the press and the public.

To help guide this agency and keep it
on track, this legislation also creates
an Oversight Board. This Board should
be comprised mainly of management
experts, who will guide the IRS and
keep it honest and well administered.

In addition, this bill makes it easier
to hold IRS agents accountable for
their actions—both good and bad. The
bill makes it easier to fire bad IRS em-
ployees, and easier to reward outstand-
ing IRS employees. It also makes it
easier to sue the IRS for the actions of
its agents. It expands the cause of ac-
tion in civil court to permit up to
$100,000 in civil damages or harm
caused by an officer or employee of the
IRS who negligently disregards the
rules of that agency.

Another major achievement of this
bill is that it increases taxpayer rights.
As an author of the first two Taxpayer
Bills of Rights, I am particularly quali-
fied to testify to the importance of this
section of the bill—the Taxpayer Bill
of Rights 3, as we refer to it. This bill
will help even the playing field even
more between the taxpayer—particu-

larly the average taxpayer who can’t
afford to spend a lot of money for coun-
sel—and the IRS. It will help taxpayers
to understand the process. It will help
put customer service back into the In-
ternal Revenue Service.

Specifically, this legislation shifts
the burden of proof from the taxpayer
to the IRS is many tax disputes. This
bill also gives relief to innocent
spouses. Innocent spouses are people
who didn’t take part in the tax shelter
or tax planning that results in a tax as-
sessment. Their marriage has broken
down and they are left with little ex-
cept the IRS pounding on their door—
the door of the innocent spouse. It is
important that we collect tax when it
is due, but also that we don’t collect
money from people who are not at fault
and who don’t owe it.

Another important step—this bill in-
creases the independence of the Tax-
payer Advocate. The taxpayer advocate
is renamed the National Taxpayer Ad-
vocate and the local problem resolu-
tion officers will become local taxpayer
advocates. The local taxpayer advo-
cates will report to the National Tax-
payer Advocate rather than to the dis-
trict director to avoid the intimidation
that comes from such relationship with
district directors.

This bill also gives the taxpayer re-
lief from interest and penalties in some
situations. For example, this bill sus-
pends penalties while an installment
agreement is in effect. It suspends the
statute of limitations to file for a re-
fund during times of disability. It gives
taxpayers more due process rights be-
fore the IRS can levy or seize property,
and makes it easier to contest the
placement of a lien. And the IRS can’t
seize a principle place of residence or a
small business until it has exhausted
all other payment options.

In addition, this legislation makes
important strides towards empowering
taxpayers. I sincerely believe that edu-
cating the taxpayer is half of the bat-
tle. Americans are generally strong,
self-reliant people. Letting them know
their rights and responsibilities gives
them the ammunition to stand up for
themselves. For example, this bill re-
quires the IRS to make extra effort to
alert taxpayers to the joint and several
liability incurred just by signing an in-
come tax form. It requires the IRS to
rewrite Publication 1, which is called
‘‘Your Rights as a Taxpayer’’ to more
clearly inform taxpayers of their rights
to be represented at interviews with
the IRS, and if the taxpayer is rep-
resented, that the interview cannot
proceed without the presence of the
taxpayer’s representative unless the
taxpayer consents. The IRS also must
include with the first letter of defi-
ciency a description of the entire proc-
ess from examination through collec-
tion, including the assistance available
to taxpayers from the taxpayer advo-
cate at various points in the process.
And now any taxpayer in an install-
ment agreement will receive an annual
statement of the initial balance owed,
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the payments made during the year,
and the remaining balance.

This bill also provides greater tax-
payer protection during the audit proc-
ess. It extends the attorney-client con-
fidentiality privilege to some commu-
nications between an accountant and a
client. This bill makes it impossible for
the IRS and the taxpayer to agree to
extend the statute of limitations on
collection actions beyond 10 years un-
less there is an installment agreement
in place. Then the statute of limita-
tions can only be extended until the
end of the installment agreement, plus
90 days.

Further, the IRS must always inform
the taxpayer of his or her right to
refuse to extend the statute of limita-
tion and to limit an extension to spe-
cific issues.

These are just some important as-
pects of this legislation. I think it is
landmark legislation, at least land-
mark for the last 45 years. I am proud
to be a part of this effort. This legisla-
tion reflects hard work by so many of
us. This effort will be rewarded by the
sunlight that will shine into the IRS,
giving it the oversight that it needs
and the accountability that the tax-
payer deserves.

This is a great day. It will be a great-
er day if down the road a few years I
come to the conclusion that this legis-
lation has effectively eliminated the
culture of intimidation within the IRS.
Today this bill sets a standard for the
IRS to treat the taxpayer the way they
expect the taxpayer to treat the IRS.
In other words, this bill helps the tax-
payer get timely information, accurate
information, and courteous service—
because that is what the IRS expects of
the taxpayer on April 15 each year.

I yield the floor.
Ms. MOSELEY-BRAUN addressed the

Chair.
The PRESIDING OFFICER (Mr.

SANTORUM). The Senator from Illinois.
Ms. MOSELEY-BRAUN. I thank the

Chair.
I am pleased that we are finally com-

pleting action on one of the most im-
portant pieces of legislation this body
will act upon, and that is the IRS Re-
form and Restructuring Act of 1998.
This bill represents that first step to-
ward restoring the confidence the
American people have to have in our
voluntary system of tax compliance.

Since its creation in 1862, the Inter-
nal Revenue Service has grown to be-
come one of the largest Federal agen-
cies, employing some 100,000 workers.
In addition, it is an agency with mas-
sive responsibilities. In just 1997 alone,
the IRS collected approximately $1.5
trillion and processed some 200 million
tax returns. The revenues collected by
the IRS are sufficient to fund the nec-
essary activities of our Government. In
concept, it is one of the most civilized
tax systems in the world.

But it is no secret that taxpayers
have lost confidence in our tax system.
The public has lost patience with
abuses that for years have been all too

common within the IRS. In the inter-
est of fixing this system, Congress cre-
ated the National Commission on Re-
structuring the IRS almost 2 years ago.
This important commission, which was
made up of some 17 members and pro-
fessional staff, examined the IRS for a
year and developed a comprehensive re-
port on changes that were needed to
overhaul it. The work of this commis-
sion required hundreds of hours of pri-
vate sessions with both the public and
private sector experts, academics, and
citizen groups to review IRS operations
and services. The commission met pri-
vately with over 500 individuals, in-
cluding senior level and frontline IRS
employees across the country.

The work of this commission, which
provided many of the recommendations
included in this legislation, was invalu-
able in getting us to where we are
today. I applaud my colleagues on the
Finance Committee, and in particular
Senator KERREY of Nebraska, for the
leadership they provided as members of
the national commission. I also thank
our chairman, Senator ROTH, and rank-
ing member MOYNIHAN for taking the
next step and holding extensive hear-
ings on this most important topic. Cer-
tainly without the hard work of these
gentlemen we would not be here today.

The lack of confidence felt by the
American people was made all too ob-
vious during the many hearings that
were held by the Finance Committee
over the last 9 months. We heard from
taxpayers, attorneys, accountants, and
IRS employees who discussed their per-
sonal experiences with the complex-
ities and frustrations of the IRS. I was
outraged—I think we all were out-
raged—by the stories of armed raids on
innocent taxpayers’ property, unau-
thorized and unnecessary audits of
working-class families, and excessive
fees and penalties charged to taxpayers
who were trying to pay their tax bills
in a timely and responsible manner,
and all sorts of other outrages.

The tales that were told at these
hearings were appalling, but they were
nothing new to thousands of taxpayers
who themselves have had to experience
it or know someone who has.

At one time in my legal career, back
when I was an assistant U.S. attorney,
I represented the Internal Revenue
Service in its dealings with taxpayers.
It was back then, frankly, I learned in
dealing with the Internal Revenue
Service the devil is in the details. I
learned firsthand you have to focus on
details when it comes to any issue
when dealing with a bureaucracy as
large as the IRS. And that is why I am
so proud of playing a role in this legis-
lative response.

I believe the details of this legisla-
tion will make a difference, a real dif-
ference. This bill attacks a big problem
in sensible ways, and it brings much-
needed change to the operation of the
internal revenue system. It does it in
ways that are fair, reasonable, and eq-
uitable for all taxpayers. It increases
the protections and rights of American

citizens in regard to the Service and
the system.

I am pleased that one particular
amendment I promoted was included in
the bill. This provision will expand the
ability of the taxpayer to recover their
costs when involved in defending them-
selves before the IRS and the taxpayer
wins. I think this provision is essential
to ensuring that taxpayers are not
forced to pay for IRS’ mistakes.

There are other changes that I espe-
cially like. As the only woman on the
Senate Finance Committee, I was par-
ticularly pleased that this legislation
includes some relief for innocent
spouses. All too often women are stuck
holding the bills of their ex-husbands,
only then finding out that their ex-
spouse had not legally filed a tax re-
turn.

I was contacted by one of my con-
stituents from Illinois who had been
told by the IRS that she could lose her
new home, be prosecuted for income
tax evasion, and have her wages gar-
nished if she refused to pay a tax bill
that was owed by her ex-husband due
to a fraudulent tax return he had filed
during their tumultuous marriage,
even though she had, in fact, signed it.

When she explained to the IRS that
she had never been employed during
the course of the marriage and could
put them in touch with her ex-husband
regarding that, the agent told her,
‘‘What do we need him for? We’ve got
you.’’

Well, this legislation will make cer-
tain that those kinds of abuses against
innocent spouses will no longer occur.
This bill ensures that cases such as
this never happen again, hopefully, and
that the IRS will be encouraged to pur-
sue both spouses and do the work that
is needed to find out who owes what.

It provides greater protection for
women by giving them notice of their
rights and their obligations up front
before signing on to a joint tax return.

The other list of positive changes
that this bill makes to the current op-
eration of the IRS, as well as the list of
additional taxpayer rights, is quite ex-
tensive. This bill will allow taxpayers
to enjoy a greater ability to sue the In-
ternal Revenue Service when the IRS
blatantly and intentionally disregards
the law. It has a provision that will
give the Secretary of the Treasury au-
thority to provide up to $3 million an-
nually in matching grants to assist
low-income taxpayer clinics. There is a
provision that will eliminate the pen-
alty for failure to pay taxes when a
taxpayer is paying those taxes under
an installment agreement, which has
been a huge problem. People find them-
selves with more penalties than they
had to pay in underlying taxes.

For those taxpayers who undergo an
audit, the bill includes procedures to
ensure that due process is afforded to
them. Also, with regard to seizures, be-
fore property is seized, there must be a
process so that any lien, levy, or sei-
zure will be approved by a supervisor.
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Taxpayers will also be given greater

access to installment payment agree-
ments with the IRS, greater access to
information about the appeals and col-
lections process, and greater access to
statements regarding payments and
balance owed in installment agree-
ments.

There is one other provision, Mr.
President, that I am especially happy
to see in the bill, and that is the provi-
sion that extends the confidentiality
privilege to accountants in civil mat-
ters before the Internal Revenue Serv-
ice. This provision, which some 78 per-
cent of the American taxpayers sup-
port, will give all taxpayers equal con-
fidentiality protections for their dis-
cussion, not just with their lawyers but
also the federally authorized tax advis-
ers. Low-income taxpayers who often
cannot afford attorneys will, therefore,
be provided the same privileges and
benefits that other taxpayers have.

All of these changes are needed to
amend the current operation of the
IRS. The bill provides us with the his-
toric opportunity to overhaul the In-
ternal Revenue Service and transform
it into an efficient, modern, and re-
sponsive agency. The IRS interacts
with more citizens than any other Gov-
ernment agency or private sector busi-
ness in America, and it collects 95 per-
cent of the revenue needed to fund our
Government. The bill we have before us
is a thorough bill and makes vital
changes to every aspect of the Internal
Revenue Service’s structure.

Mr. President, it is a sad reflection of
the reality of our lack of confidence
that, much like this cartoon, many
Americans do not believe that this bill
will cure what ails the system. I am
sure the Presiding Officer can see it.
The IRS is here as Dracula in the coffin
with a stake through his heart, asking
his gnome, ‘‘You took names?’’ ‘‘Of
course’’—while the Senate celebrates.
A lot of people think while we take the
action we will take here, it is not going
to really cure what ails the IRS —that
after the Congress has had its say, they
fear the IRS will go back to the bad old
ways that undermined its reputation in
the first place.

To that issue, I want to suggest to
anyone listening that the answer lies, I
think, in both cooperation and vigi-
lance. We all need to work together to
do our part to make sure that the ac-
countability of the IRS remains as-
sured. The Service has started to re-
form itself, and we have high hopes
that the new Commissioner, Mr.
Rossotti, will actually be able to im-
plement the management changes di-
rected toward putting the ‘‘service’’
back into the Internal Revenue Serv-
ice, back into the IRS.

IRS employees, some of whom brave-
ly stepped forward during the hearings
to lament the state of affairs in the
agency, can and must help with the
healing and reconciliation of the Serv-
ice with the American people. The Con-
gress today is beginning to do its part.
Much more needs to be done, to be

sure. But because Congress, after all, is
not blameless in creating the confusion
and the complications that provided
cover for excess and abuse, we need to
take up tax simplification with the
same purpose as we have taken up tax
administration.

I am hopeful that the Finance Com-
mittee as a whole—or, if necessary, as
a commission modeled on the Kerrey-
Grassley commission—will take up tax
simplification so the average citizen or
small business will be able voluntarily
to comply with our tax laws without
incurring the huge transaction costs
just to pay people to interpret the law
for them. Tax simplification will also
go a long way toward restoring con-
fidence in our system of voluntary tax
compliance.

In the final analysis, however, it will
be the American people who do the
most to keep the IRS on the right
track. Abraham Lincoln once said, ‘‘In
this country, public opinion is all.’’ He
is right. The people got fed up with the
abuse, and the Congress was moved to
action. In this Republic, in this democ-
racy, the Government is, after all, all
of us. And so the passage of this bill
will really be a reflection of public
opinion operating in classic fashion in
this country. It is, therefore, a victory
that every citizen can and should cele-
brate. But keeping this victory will re-
quire our eternal vigilance.

Again, I commend the chairman of
the committee for the brilliant hear-
ings that gave rise to this legislation
and for the purposefulness with which
he has moved this bill to the floor.

I yield the floor.
Mr. ENZI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Wyoming.
Mr. ENZI. Mr. President, I, too, rise

in support of the conference report to
the IRS Restructuring and Reform Act
of 1998. Passage of this legislation
marks a monumental step in making
the Internal Revenue Service more re-
sponsible to ‘‘We, the people,’’ the
American taxpayers.

As the hearings before the Senate Fi-
nance Committee demonstrated, the
IRS has all too often in recent years
taken an adversarial posture against
taxpayers. We in the Senate heard re-
ports about IRS employees who were
promoted based on the number of liens
and collection actions against tax-
payers. We heard stories about the IRS
targeting low-income individuals and
small businesses for audits, since they
often did not have the resources to
fight the IRS and are therefore forced
to settle. We were told about audits
and investigations based purely on po-
litical motives. We were informed of
times the IRS had destroyed busi-
nesses, where they had wreaked havoc
on private citizens’ personal lives and
seized assets based on accounting mis-
takes and clerical errors by the IRS
itself. It is time these activities came
to an end. This IRS reform bill will
make the institution more service ori-
ented and accountable to ‘‘We, the peo-
ple.’’

Through the newly created oversight
board, the Service will receive the di-
rection and effective strategic planning
it desperately needs. By shifting the
burden of proof in factual tax disputes
from the taxpayer to the IRS, this bill
gives American taxpayers important
procedural protections that even crimi-
nal defendants have enjoyed in this
country for over 200 years. ‘‘We, the
people,’’ will have due process before
confiscation of personal property. The
taxpayer will know the charges and
have the right of appeal.

By expanding the confidential com-
munications to cover accountants and
enrolled agents as well as attorneys,
this reform bill gives taxpayers greater
freedom to seek tax advice from the
tax adviser of their own choosing.

In requiring the IRS to collect alle-
gations and document cases of em-
ployee misconduct and report this mis-
conduct to Congress every year, the
IRS reform bill requires the IRS to in-
vestigate itself and answer to Congress
for any misconduct of IRS employees.

This reform bill even simplifies the
Tax Code by reducing the holding pe-
riod for optimal capital gains treat-
ment from 18 months to the standard 12
months.

While the IRS reform bill does not
provide all the solutions to our coun-
try’s tax problems, it marks a signifi-
cant chapter in bringing greater ac-
countability to our Federal tax collec-
tion agency and greater respect for
hard-working American taxpayers. The
IRS reform bill moves us in the right
direction, toward a system that is sim-
pler and more fair for all Americans.

Yes, ‘‘We, the people,’’ have won a
big one here. I congratulate Chairman
ROTH and the Finance Committee. I
also congratulate all the folks who
shared—even though they were living
in fear of their own Government. I am
glad we were able to take these steps
and look forward to the results.

I yield the floor.
The PRESIDING OFFICER (Mr.

THOMAS). The Senator from North
Carolina.

Mr. FAIRCLOTH. Mr. President, I
rise to add my support to the IRS con-
ference report. But before I do, one
issue has just come to my attention
that I want to mention. I have been
told the IRS is challenging the chari-
table contribution status of funds used
to purchase a special stamp, a stamp
that I sponsored along with my col-
leagues, Senator FEINSTEIN and Sen-
ator D’AMATO, to fund breast cancer re-
search. The IRS has now come along
and challenged whether that contribu-
tion is going to be deductible or not.

I can tell them it will be. I hope the
IRS does not fight the Congress and
the American people in their effort to
fight breast cancer. It is a worthwhile
charitable cause, and it should not
even be questioned. But I want to say
to the IRS, if they continue to fight
the breast cancer initiative, I will offer
a legislative rider to the Treasury ap-
propriations bill that will clarify and
override their objections.
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Turning to the bill before us, if ever

there was an agency of the Federal
Government that needed overhaul, it is
the Internal Revenue Service. For
years the American people have been
telling the Congress that IRS was out
of control, punishing taxpayers with
crushing penalties and interest, and a
nightmare of rules and regulations
that no one understood, and that in-
cluded the IRS. I held a hearing on IRS
abuse in Raleigh, NC, last December.
The stories I heard were absolutely
heartrending. If we had not known they
were true, we could not have believed
them.

I introduced legislation to create a
private citizens oversight board that
would rein in the IRS. I propose giving
the oversight board authority to cut
through that impenetrable cloak of se-
crecy this agency has been showing the
public for years. I want the board to
have access to Internal Revenue work-
ing documents. I am pleased to see that
much of what had been proposed has
been put into this conference report.
Chairman ROTH deserves tremendous
credit for putting this bill together.

The IRS reform bill will create a new
oversight board of private citizens.

The board will have authority to re-
view the policies and practices of the
IRS. It will have access to documents
which were previously shielded from
the public and the Congress.

This new board will help root out the
abuses that were highlighted in the
hearings that I held and the equally
shocking hearings that the Finance
Committee held. I don’t think any of
us were aware of what really was going
on within the IRS and its relationship
with the American taxpayers.

The bill will provide protection from
excessive penalties and interest and
protect the spouse from tax cheats.

This is not the end but the beginning
of fundamental reform of the IRS—re-
form and a change of attitude.

Make no mistake, many in the Inter-
nal Revenue Service will not be happy
with this bill, and they will either
want to foot drag the changes or alter
them. But let me say that one great
thing has happened to the IRS, and
that is the new Commissioner, Mr.
Charles Rossotti. He is going to bring a
breath of fresh air to a very stale-air
organization. He has experience in the
private sector, and he is taking this job
at great personal sacrifice. He has
spent a major part of his career in data
processing and in the type of electronic
data processing and handling that the
IRS needs, but in which they are so
woefully inadequate. In fact, they
spent $3 billion for new equipment and
found that it did not work after they
had spent the money.

As a member of the Appropriations
Committee which overseas the IRS
budget, I intend to watch the IRS, and
I will be there closely watching to see
if they follow the reforms that this bill
mandates. In particular, I am going to
watch the IRS union representative
who was made a member of the over-

sight board, despite my objections, as
well as the objections of Senator ROTH
and others. My message to the unions
and to the union representative and
the rest of the IRS personnel and bu-
reaucracy is this: Do not oppose IRS
reform, but accept and take it and get
going with making it the law of the
land. The Congress and the American
people have spoken, and this agency is
going to be cleaned up with or without
your acquiescence. If you try to under-
mine these reforms, there will be more
legislation and stricter legislation in
future sessions of the Congress.

In summary, let me say to the IRS
personnel and its representatives and
the entire IRS bureaucracy that Con-
gress is very closely observing the ac-
tions and will be observing the actions
of the IRS in how it deals with the
American people. Do not oppose us,
support us, and we will have a great
revenue collection service. Do not go
back to the old ways, but move into
the new law and do it with enthusiasm.

Mr. President, I thank you, and I
yield back the remainder of my time.

Mr. WELLSTONE addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Thank you, Mr.
President.

Mr. President, I bring to the atten-
tion of my colleagues a couple of issues
that relate to this IRS conference re-
port that is before us.

First of all, my colleague from North
Carolina was conveying a message to
labor. He was talking about the fact
that he was going to be very vigilant
and he was going to be watching close-
ly what happens with the oversight
board. I think we should be vigilant
and pay attention to what happened in
this conference committee.

I bring a couple of matters to the at-
tention of my colleagues. I, first of all,
will start out talking about veterans. I
know that my colleague from West Vir-
ginia, who has been such a powerful ad-
vocate for veterans, will also speak
about this, and I understand my col-
league from Washington will be on the
floor later taking action, and I will be
pleased to join her.

Let me go through this very briefly.
As the highway bill—called the ISTEA
or TEA–21 bill—moved to the House,
and Members of the House wanted to
add on more projects, the question was
how to fund it. The way it was funded
was to take an estimate from the Of-
fice of Management and Budget having
to do with whether or not there would
be compensation to veterans for ill-
nesses caused by their addiction to to-
bacco. Cigarettes were handed out like
candy to veterans when they were in
the service.

The decision was made that veterans
should not receive this compensation.
OMB said this would lead to a savings
of about $17 billion. I think CBO said
more like $10 billion, but conferees
used the $17 billion. That money, I say
to my colleagues, if not going to direct

compensation for veterans, at the very
least should go to veterans’ health
care.

I cannot even tell you how many
calls we get in our Minnesota office
from veterans. It is really shocking the
number of veterans who fall between
the cracks. We have an aging veterans
population. We don’t know what to do
as more veterans reach the age of 85 or
how they will be taken care of in the
veterans’ health care system. We have
Vietnam vets suffering with PTSD who
drop in our office who still need a lot of
help. A third of the homeless people in
this country are veterans, many strug-
gling with substance abuse, who need
help. We have a VA health care system
that has been put on a flat-line budget
that won’t work. We are talking about
whether or not we are going to live up
to our commitment to veterans.

There was a technical corrections bill
to this highway bill. Senator ROCKE-
FELLER and I intended to have an
amendment knocking out this $17 bil-
lion transfer of funds that should be
going to veterans and instead was put
into the highway bill. That is correct,
I say to my colleagues, that is exactly
what happened. I didn’t vote for the
bill for that reason.

The majority leader did not want to
afford us the opportunity to have an
up-or-down vote on our amendment on
the technical corrections bill. So he
took the technical corrections bill and
had the conferees put this into the IRS
conference report. Therefore, we can’t
amend it.

I bring to the attention of my col-
leagues that this was outside the scope
of conference, as I see it. I think Sen-
ator MURRAY and others will have more
to say about this.

Certainly, in this IRS reform bill
that passed the Senate and the House,
we didn’t do this, but in the conference
report, things were loaded on, and one
of them was essentially this technical
corrections bill that did not give us the
opportunity to knock out this trans-
fer—OMB says $17 billion; I think that
is too high. That $17 billion either
should have gone directly into com-
pensation for veterans, vis-a-vis their
tobacco addiction, or at the very least
should have gone into veterans’ health
care.

Therefore, questions should be raised
about this conference report that is be-
fore us. I say to my colleagues, Demo-
crats and Republicans alike, the VA-
HUD appropriations bill, of course, has
been pulled. But the first opportunity I
get, I will be back with an amendment
to knock out this provision that took
$17 billion, or thereabouts, that should
have gone to veterans and instead put
it into highway projects. We will come
back to this, and we will have an up-or-
down vote. First point.

Second point. Boy, I will tell you,
conference committees! I say to my
colleague from Wyoming, I used to
teach political science classes. I have
to tell you. You know, I feel guilty. I
need to refund tuition to students for
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those 2 weeks I taught classes on the
Congress. I was so off in terms of a lot
of the decisionmaking.

I should have focused on the con-
ference committees as the third House
of the Congress, because these folks
can do any number of different things.
And the thing that drives me crazy is
you can have a situation where the
Senate did not have a provision in the
bill, the House did not have a provision
in the bill, and the conference commit-
tee just puts it in the bill. Then it
comes back for an up-or-down vote. No
opportunity to amend.

Or you can have a situation where
the Senate and the House pass bills
with a provision in them and the con-
ference takes it out. It is, I think, the
least accountable part of decision-
making in the Congress.

Now, we have a couple of provisions
of this bill that I think are worth talk-
ing about. One of them is a provision
that was a drafting error. I would like
to include in the RECORD a piece by
David Rosenbaum of the New York
Times of June 24: ‘‘A Mistake Prevails,
as Certainly as Death and Taxes.’’ I
ask unanimous consent that this be
printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

A MISTAKE PREVAILS, AS CERTAINLY AS
DEATH AND TAXES

(By David E. Rosenbaum)
WASHINGTON, June 23—The tax code is

chock full of benefits for the wealthy. Most
of them were put in on purpose. But last
year, one got in accidentally.

Now a powerful Congressman has used his
influence to keep on the books this tax break
for rich people that no one intended to be in
the law in the first place.

The only beneficiaries of the mistake are
the heirs of a few hundred people who die
each year and leave estates worth more than
$17 million. Each of those estates will be
saved more than $200,000 in taxes. The Gov-
ernment will lose an estimated $880 million
in revenue over the next decade.

After the mistake was caught, the Treas-
ury Department and the Senate took steps
to correct it before it could be taken advan-
tage of.

But Representative Bill Archer, the chair-
man of the House Ways and Means Commit-
tee, blocked them. At his insistence, a
House-Senate conference committee decided
last week to keep the tax break in the law.
Mr. Archer says he prevented the correction
to express his fervent opposition to inherit-
ance taxes, which he calls ‘‘death taxes.’’ Mr.
Archer, a Republican, represents a district in
Houston that is one of the wealthiest in the
country and presumably one of the likeliest
to have someone die and leave an estate
worth more than $17 million.

This all started when someone on Con-
gress’ technical staff made a mistake in the
drafting of the mammoth balanced budget
and tax cut law that Congress approved and
President Clinton signed last summer.

Such mistakes are common in big, com-
plicated tax bills. Several years ago, for in-
stance, a measure dealing with tax write-offs
for race horses referred to ‘‘houses’’ instead
of ‘‘horses.’’ Normally the errors are repaired
in what is known as the technical-correc-
tions section of the next tax bill to go
through Congress.

The 1997 tax law increased the amount in
estates that is exempt from Federal tax-

ation. Under the old law, the first $600,000 of
an estate’s value went untaxed. The new law
raised the excluded amount to $625,000 in
1998, to $650,000 in 1999 and, in continued in-
crements, to $1 million in 2006.

The exclusion is particularly important to
heirs because the estate tax rate is high, be-
ginning at 18 percent and rising to 55 percent
on the taxable amount over $3 million.

The old law required the value of the ex-
clusion to be gradually eliminated, a process
called a phase-out, on estates worth more
than $17,184,000.

According to the Internal Revenue Service,
about 300 tax returns were filed on estates
worth more than $20 million in 1995, the last
year for which statistics are available. Be-
cause stock prices on average have doubled
since then, it is safe to assume that more
such estates will be taxed this year. But the
total number should not be more than sev-
eral hundred.

Everyone agrees that the lawmakers who
voted to increase the exclusion intended to
retain the phase-out. But somehow in the
drafting, that did not happen.

The error was quickly caught. A private
tax lawyer apparently spotted it and called
it to the attention of the Congressional tax
staff. The tax staff recommended that it be
corrected, and tax specialists at the Treas-
ury Department agreed.

It looked like one of the dozens of mis-
takes that would be routinely repaired in
this year’s technical corrections bill before
anyone’s taxes could be affected. Indeed, the
Senate included a correction in its version of
the bill. But in the House, Mr. Archer
balked. And when the measure—a small part
of the legislation to overhaul the IRS—got
to conference, he refused to budge.

Since no one in the Senate felt as strongly
about correcting the mistake as Mr. Archer
felt about about letting it go uncorrected,
the conferees agreed last week to leave the
tax break in the law.

Mr. Archer explained his position in a let-
ter he wrote this month to the National Fed-
eration of Independent Businesses, an orga-
nization representing small businesses that
opposes estate taxes but did not specifically
lobby on the provision in question.

‘‘While some might argue that the pro-
posed change is a mere correction of a draft-
ing error made last year, I view it as an in-
crease in Federal death tax rates,’’ Mr. Ar-
cher wrote.

The letter added: ‘‘I believe we should re-
duce or eliminate the unfair death tax. Ac-
cordingly, I cannot support any change in
law that would go in the opposite direction
by increasing death tax rates.’’

Mr. Archer’s spokesman, L. Ari Fleischer,
said the chairman’s position well illustrated
the importance in which party controls Con-
gress.

‘‘When the Democrats controlled Congress
and drafting errors worked against the tax-
payers, the Democrats let them stay in the
law,’’ Mr. Fleischer said. ‘‘Now, when one
works against the Government and for the
taxpayers, we’re in no rush to correct it.’’

Mr. WELLSTONE. Chairman ARCHER
wanted to make sure that for those
Americans with estates worth more
than $17 million, that we give them a
special break. That is correct. Those
Americans who are struggling with es-
tates worth more than $17 million,
they got, roughly speaking, an addi-
tional $200,000 break by mistake in last
year’s budget bill. The Senate cor-
rected that mistake, but the correction
got taken out in this conference com-
mittee.

I hear my colleagues talk about IRS
reform. How does that add up to re-

form? We have these Orwellian titles.
We call everything ‘‘reform.’’ To most
people in the country, when they find
out about it, they do not think it is re-
form. We have paycheck protection
that does not protect the paycheck; we
have the Family Friendly Workplace
Act which isn’t friendly to the family;
we have the TEAM Act which has noth-
ing to do with teamwork, so on and so
forth. Now this is called reform, and we
give this break to folks with estates
worth more than $17 million.

The second issue in the conference
committee had to do with capital
gains. I ask unanimous consent that a
piece by Richard Stevenson of the New
York Times on June 24 called ‘‘Break
in Capital Gains Tax Is Added to I.R.S.
Overhaul’’ be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

BREAK IN CAPITAL GAINS TAX IS ADDED TO
I.R.S. OVERHAUL

(By Richard W. Stevenson)
WASHINGTON, June 23—Congressional lead-

ers agreed today on a plan to give investors
a break on capital gains taxes, attaching the
measure to an overhaul of the Internal Reve-
nue Service that appears headed toward
speedy final passage.

The change, agreed to over several days of
negotiations among members of both parties,
would reduce to 12 months from 18 months
the period that investors must hold stocks,
bonds and other assets to qualify for the
most favorable capital gains tax rate. The
change would be retroactive, effective for all
sales as of Jan. 1, 1998.

Although the 18-month holding period was
created by last year’s tax law at the Clinton
Administration’s insistence in an effort to
reward long-term investment and discourage
speculation, Administration officials said to-
night that they expected the President to
sign the new legislation after final passage
by both houses.

Republican leaders are trying to keep their
tax-cutting efforts in the limelight as they
begin gearing up for the Congressional elec-
tions this fall. So, now that they have won
agreement to reduce the holding period nec-
essary for the most favorable tax rate on
capital gains, they plan to turn to efforts to
reduce the rate itself. Speaker Newt Ging-
rich will propose on Wednesday that the top
rate on capital gains be reduced to 15 percent
from 20 percent, adding the proposal to an al-
ready lengthy tax-cutting wish list that Re-
publicans have yet to find the money to pay
for.

The change to the capital gains holding pe-
riod was one of a number of issues settled
today as House and Senate negotiators rec-
onciled the slightly differing versions of the
I.R.S. overhaul bill passed with overwhelm-
ing bipartisan support by both chambers. Re-
publican leaders said they expected the final
version of the bill to win passage in the
House this week and in the Senate next
month.

The bill would set in motion the most
sweeping overhaul of the tax collection agen-
cy in four decades. It would create an inde-
pendent oversight board, provide taxpayers a
range of new legal protections in disputes
with the I.R.S. and spur a broad internal re-
organization of the agency.

It was precisely the bill’s broad bipartisan
support, and the likelihood that President
Clinton would not dare veto it, that
emboldened Republicans to add the provision
shortening the capital gains holding period.



CONGRESSIONAL RECORD — SENATE S7651July 8, 1998
The provision was proposed by Representa-

tive Bill Archer of Texas, the chairman of
the House Ways and Means Committee, who
early this year made the change a top legis-
lative priority. Mr. Archer said today that
the measure would make calculating capital
gains taxes simpler for millions of people
who, as a result of the 1997 law, had to grap-
ple this year with a three-tier rate system
that many taxpayers complained was exces-
sively complex.

But the change would also amount to a tax
cut for people who sold stocks or other as-
sets after holding them between a year and
18 months. Here is why:

Under last year’s tax law, gains on invest-
ments held for 12 months or less were taxed
as ordinary income. Gains on investments
held from 12 to 18 months were also taxed as
ordinary income, although only to a maxi-
mum rate of 28 percent. Gains on invest-
ments held more than 18 months were taxed
at a maximum rate of 20 percent, except for
people in the 15 percent income tax bracket,
who faced a maximum capital gains rate of
10 percent.

But if the agreement struck today becomes
law, only gains on investments held a year
or less will be taxed as ordinary income,
while gains on investments held more than a
year will be subject to the 10 percent capital
gains rate for people in the 15 percent brack-
et and the 20 percent maximum capital gains
rate for everyone else.

The I.R.S. has not yet determined how
many people paid the intermediate rate—the
rate on assets held between 12 and 18
months—in calculating their taxes for 1997.
For 1996, the most recent year for which fig-
ures are available, 16.6 million tax returns
reported a capital gain.

Congressional aides said Mr. Archer’s pro-
vision would cost the Government about $2
billion over 10 years, by effectively reducing
the tax bill for people who sell investments
after holding them between 12 and 18
months.

Capital gains taxes have been debated by
economists and politicians for decades, and
have been the source of bitter political dis-
putes between Democrats, who say cutting
the rates amounts to a giveaway to the rich,
and Republicans, who say that lower rates
spur investment and help improve the econo-
my’s long-term growth capacity.

In proposing a rate cut, Mr. Gingrich
seems determined to reopen that debate.
Aides say he will argue that Congress has
more room to cut capital gains taxes than
official revenue estimates would suggest be-
cause Congress has consistently underesti-
mated how much revenue will flow into Gov-
ernment coffers after a rate cut.

Many Republicans believe that capital
gains are no longer an issue only for the
wealthy, given the wide-spread stock hold-
ings among the middle class. But Repub-
licans have already promised to push this
year for a reduction in the so-called mar-
riage penalty, the anomaly in the tax code
that yields a higher tax bill for many two-in-
come married couples than for two single
people with the same incomes. They are also
pressing for reductions in estate taxes.

But Mr. Clinton has signaled his opposition
to any large-scale tax cut this year. And Re-
publicans are feuding among themselves over
how deeply they are willing to cut.

In all, the I.R.S. legislation will cost $13
billion over 10 years, mostly from revenue
that the Government will not collect because
of the new rules protecting taxpayers from
aggressive collection action by the agency.

To help pay for the bill, House and Senate
negotiators agreed to a provision offered by
Senator William V. Roth Jr. of Delaware, the
chairman of the Senate Finance Committee,
that will encourage some relatively wealthy

elderly people to shift savings from one form
of individual retirement account to another.

While the shift has long-term benefits to
the individual, it creates an immediate tax
liability that will generate an estimated $8
billion over 10 years. Democrats had strongly
opposed the provision, saying that by the
second decade it would start costing the
Government billions of dollars a year in lost
revenue.

Mr. WELLSTONE. So now we have
an addition, in the dark of night, where
the conference committee sneaks in
another indefensible tax cut to wealthy
people. That was not the bill that
passed out of the Senate. I do not think
it was in the House version. But in the
conference committee it was put in.

So, colleagues, I think there will be
another effort on the floor, and I am
pleased to join with my colleagues in
doing this—with Senator DORGAN and
others—which will essentially say this
is outside the scope of conference. It
was not passed by either body and
should not be in there. We will have a
ruling by the Chair, and maybe we will
have an up-or-down vote.

But I just point out that while there
are some very good things in this piece
of legislation—my colleague from Ne-
braska was one of the leaders in this ef-
fort with very, very good things that
people around the country appreciate.
But then we go to the conference com-
mittee, and we have a couple things
that happen which are not democratic,
with a small ‘‘d,’’ not accountable, not
decisionmaking that I think makes a
whole lot of sense.

To the veterans, I say on the floor of
the Senate: count on my support,
working with Senator ROCKEFELLER,
working with Senator MURRAY, and
working with others to, one way or an-
other, try to knock out this transfer of
funding, however it is estimated, $17
billion or less, that should be going to
veterans in direct compensation or
should be going to veterans’ health
care, as opposed to being put into the
highway bill for different projects.

And the second thing I want to bring
to everyone’s attention is cuts in cap-
ital gains for the wealthy, in the dark
of night, added in the conference com-
mittee. And then finally the estate tax
break—and I see my colleague from Ne-
braska here—which was actually cor-
rected in the Senate bill and then
dropped in conference. So we had a cor-
rection which would not have given the
break to these poor folks with estates
worth $17 million and more. And it
could have easily been put in the con-
ference committee. That is what we did
on the Senate side. But, no, it was
dropped.

So, colleagues, we are going to, I
think, have some debate and some ac-
tion on the floor this afternoon on this.
I will be pleased to join other col-
leagues on both of these questions. And
before you start calling this a reform
bill, take a very close look at what was
added to this bill, or what was dropped
from this bill, in the conference.

I yield the floor.
Mr. DURBIN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. DURBIN. Thank you, Mr. Presi-
dent.

I thank my colleague from Minnesota
for the remarks which he has made.

The Internal Revenue Service, the
agency we love to hate every April 15.
We write out those checks. It is our re-
sponsibility as citizens of this country.
But it hurts—all the money we send
them. Then these hearings were held,
and we found out that this agency, col-
lecting taxes, has been using heavy-
handed tactics, sometimes with not the
most basic courtesy. We have a right to
be upset, and because of that, Con-
gress—the House and the Senate;
Democrats and Republicans—and the
President said, let us do something
about it. And we set out to make some
rather significant changes in the way
the Internal Revenue Service does busi-
ness.

I am glad to see that happen. But I
have to be a little bit wary of what the
result might be. You see, in my home
office in Springfield, IL, I received a
phone call in the midst of this debate.
And a gentleman said to one of my
staffers, ‘‘Thank goodness this Senate
has finally awakened to these thugs at
the Internal Revenue Service. Their
abusive conduct is just horrible. And
now finally you’re going to change this
system.’’ And my staffer said, ‘‘Have
you had a personal experience?’’ ‘‘Well,
yes, I did,’’ he said. ‘‘And these people
from the Internal Revenue Service just
hounded me and my family to no end.’’
And he said, ‘‘Thank goodness you’re
finally doing something about it.’’

My staffer said, ‘‘Was it a serious
problem?’’ ‘‘Well,’’ he said, ‘‘they made
it out to be a serious problem.’’ He
said, ‘‘I had a little problem with re-
porting on my income tax.’’

My staffer said, ‘‘What was the prob-
lem?’’ He said, ‘‘Well, I failed to file my
income tax return.’’ My staffer said,
‘‘You didn’t file your tax return?’’ He
said, ‘‘Well, that’s right.’’ And my
staffer said, ‘‘Well, that can be seri-
ous.’’ He said, ‘‘Well, it was an over-
sight.’’ My staffer said, ‘‘How many
times have you failed to file a return?’’
He said, ‘‘3 or 4 years,’’ and added,
‘‘You would think that was a crime by
the way these people act.’’ Well, it is a
crime.

I hope that those who are critical of
the Internal Revenue Service under-
stand that we still rely on them and
give them an important responsibility.
The 99-plus percent of Americans who
dutifully, willfully, voluntarily file
their income tax returns each year are
counting on the Internal Revenue Serv-
ice making sure everybody else does,
too. We are all part of the same Amer-
ican family. We all bear this respon-
sibility.

So as we talk about reforming this
agency, let us not lose sight of the bot-
tom line. They have an important job
to do to collect the money to provide
for our national defense, education,
highways, and so many other things on
which we rely.
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This bill went through a lot of dif-

ferent incarnations. I think the final
bill, as it applies to the Internal Reve-
nue Service, is a good one because it
makes some rather significant changes.

I commend Senator GRASSLEY and
Senator BOB KERREY of Nebraska, who
was just with me on the floor. They
headed the IRS Restructuring Commis-
sion. And under their leadership, the
IRS commission produced a collection
of very thoughtful recommendations,
many of which are included in this con-
ference report. Senators ROTH and
MOYNIHAN have led a real truly biparti-
san effort to make the commission’s
recommendations a reality.

I also commend the gentleman whose
name was mentioned a moment ago,
and that is the new IRS Commissioner,
Charles Rossotti. His is not an easy
job. He came from the private sector at
great personal and financial sacrifice
in the true spirit of public service to
lead this important agency.

One of the first things that hit him
between the eyes is the so-called Y2K
problem, the computer problem that
when we switch over in the next cen-
tury, will the computers get it right?
Will they know we are going to the
year 2000 and not the year 1900? It
sounds so simple. When you look at all
the computers in America and all the
programs and look at the Internal Rev-
enue Service, you can understand that
Mr. Rossotti and most of the people at
the IRS are consumed with the respon-
sibility of getting it right and making
these computers understand we are
headed to the 21st century and not to
restart the 20th century.

There are parts of this bill that, I
think, are very positive. The restruc-
turing of the management and govern-
ance of the IRS so it operates more
like the private sector—that certainly
is a step in the right direction. The
Commissioner asked for, and received,
greater flexibility in managing his IRS
workforce. We now make it easier for
taxpayers to file their returns elec-
tronically by extending the due date
for these returns from February 28 to
March 31. The bill also requires the
Secretary to develop a procedure that
will allow taxpayers to confirm their
return without having to send in their
signature.

We establish taxpayers’ rights. As a
practicing attorney before I was elect-
ed to the House of Representatives, I
represented clients before the Internal
Revenue Service. That was no mean
feat. It is one of the few experiences in
the law in America where you are
guilty until proven innocent, and we
assembled the data necessary to prove
our innocence and did our very best. I
didn’t understand the gravity of that
challenge until my own small business
was audited in Springfield, IL, and
then I went through it personally. I am
glad to say we didn’t have tax liability
added to it as a result of the audit, but
I learned first hand how daunting it is
to challenge the Internal Revenue
Service.

Our bill says the burden of proof will
be on the IRS in disputes that come up
before the IRS Tax Court dealing with
income, estate, and gift taxes, provided
the taxpayer is cooperating by provid-
ing access to information and docu-
ments related to the return. So that
gives the individual taxpayer, the busi-
ness person, a little better chance of
being treated fairly.

There was also a provision in the law
which was brought out during the
course of the committee hearings
which was very troubling. A lot of in-
nocent spouses who may have put their
name on the tax return at the request
of their husband or wife, not knowing
the contents, found out in later years,
even after a divorce, that if something
was wrong in that return, they, too,
could have been held liable—in fact,
criminally liable in some instances. We
have tried in this law to define ‘‘inno-
cent spouse’’ in a way so that those
who are truly innocent do not bear
that responsibility.

We ease interest and penalties. Cur-
rently, for example, if a taxpayer
makes an honest mistake—underline
‘‘honest mistake’’—it might be several
years before the IRS discovers it. Even
if it is an honest mistake, it makes
sense for the IRS to impose a penalty
just as any other business would if you
were underpaying bills. What doesn’t
make sense is for the IRS to charge in-
terest and penalties during the time in
which the taxpayer is unaware of the
mistake. That is corrected in this bill.

There is more congressional account-
ability, and that has been referred to
on the floor. Yes, it is true, Congress
will be watching the Internal Revenue
Service more closely.

There is another provision which I
think is important so that taxpayers
across America don’t get the wrong im-
pression. We ask the Internal Revenue
Service and the Treasury to report to
us annually in terms of compliance;
that is, what percentage of American
taxpayers are meeting their legal obli-
gations and filing their taxes and what
percent are not. If we see an increase in
those who are not meeting their legal
obligation after we pass this, we are
going to have to address it again, be-
cause, as I said, the vast majority of
Americans do pay their taxes and pay
them on time.

Those are the good parts of the bill,
and they are extremely good parts of
the bill. I think the bill, when viewed
in this context, is a plus. Unfortu-
nately, in the dead of night, in the
depths of the conference, some people
couldn’t leave well enough alone. They
thought this bill was so popular and so
destined for success, they couldn’t wait
to put their own amendments on the
bill, none of which has anything to do
with reforming the Internal Revenue
Service, but all of which have some-
thing to do with our Tax Code and our
Treasury and whether or not we are
creating breaks in this bill that we
shouldn’t.

One tax break has to do with a
change in individual retirement ac-

counts. I like IRAs. I think they have
been good for America. A lot of people
were able to save money, they are glad
they did, and now it has grown over
time and it will help them retire. I
think we should expand IRAs, particu-
larly for working families so they have
a way to put a little money aside for
their future needs. The Senator from
the State of Delaware, Senator ROTH,
created the so-called Roth IRA. I kid
him so much about the publicity he is
receiving. No one will ever be able to
defeat him. He is the author of the
Roth IRA, and he will be remembered
for that and many other things for
years to come. It expanded the idea of
an individual retirement account and
gave Americans more options.

Unfortunately, in this bill we have
taken a new twist on this IRA, and cre-
ated even more tax opportunities for
those at higher incomes, under the
name of an individual retirement ac-
count. Do you know what it will cost
us when it is all said and done? It will
cost the taxpayers some $13 billion—
that is ‘‘billion dollars’’—$13 billion.

A year ago, this Senate was con-
sumed with the debate over amending
the Constitution to balance the budget.
We had given up on the idea of bal-
ancing the books here and said, ‘‘That
is it, put it in the Constitution, and let
the courts enforce it.’’ That debate
went on and on and on. The amend-
ment failed by one vote. So here we
are, a year later. Are we talking about
the deficit and balancing the budget?
No. Instead, in this bill and others, we
are talking about a surplus and spend-
ing $13 billion we don’t have to create
tax breaks for wealthy individuals. I
don’t think that makes sense. I think
that is very shortsighted. In the long
haul, I think we will regret it.

There is a reference, as well, to a pro-
vision in this bill which has nothing to
do with the underlying legislation
about the Internal Revenue Service, a
provision that will deny veterans medi-
cal benefits. Why? Why, in God’s name,
would that be included in the Internal
Revenue Service reform bill? It
shouldn’t be.

So I find myself in a dilemma as a
member of the conference. When I saw
all of the baggage being loaded on to
this bill, I refused to sign the con-
ference report. I said I would not put
my name to this, not because the un-
derlying bill is bad—I think it is good—
but because of all of the people who
just couldn’t suppress the urge to add
another ornament to the tree, some-
thing they personally wanted.

Now this bill comes to the floor, and
those of us who like the underlying bill
and despise the amendments added to
it are in a real dilemma. I will prob-
ably end up voting for it, but it will be
reluctantly. I can guarantee you this:
If this passes—and I guess it will—I
hope that others will join me, Demo-
crats and Republicans, to make sure
that we strip out these little baubles
that have been added to the bill that,
frankly, are not in the best interest of
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this Nation. They benefit a handful of
wealthy people instead of Americans
who deserve the real help and the real
break in this legislation.

Mr. President, I yield back the re-
mainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Alaska.

Mr. MURKOWSKI. Mr. President, I
ask unanimous consent for such time
as I need to complete my statement
concerning the Internal Revenue Serv-
ice

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MURKOWSKI. Mr. President, as
a member of the conference committee,
I rise in support of the conference re-
port on this historic piece of legisla-
tion which will overhaul the agency
that is most feared by the American
people, the Internal Revenue Service.

However, I want to make sure that
the RECORD reflects my compliments to
those many dedicated IRS employees
who were not, and are not, a part of the
abuses or the horror stories that we
heard during the Internal Revenue
Service hearings held before the Fi-
nance Committee. These are the many
dedicated individuals doing their job in
a satisfactory manner.

With the Finance Committee hear-
ings that began last September and
ended in April, the American public
heard some chilling testimony, testi-
mony of an agency that is simply out
of control and an agency with no or lit-
tle accountability.

For fishermen in Alaska, the con-
ference report retains an important
change that was proposed by Senator
STEVENS and myself. Under our amend-
ment, it will be far more difficult for
the IRS to seize limited entry fishing
permits. IRS will have to factor in the
amount of money a fisherman will earn
if he kept his fishing permit before em-
barking on a seizure. And even if IRS
determines that future earnings will
not be sufficient to pay a tax debt, the
fisherman will, for the first time, be
able to appeal that decision—the point
being, once the fisherman loses his or
her fishing permit, they do not have a
source of revenue for payment of taxes;
as a consequence, the IRS is very un-
likely to make a recovery.

Another important change we’ve
made prevents IRS from harassing the
divorced woman for her ex-husband’s
tax cheating. Under the Conference
agreement, divorced or separated inno-
cent spouses will only he held account-
able for taxes on their own income, not
on the taxes owed by their spouse.

We heard some horror stories in tes-
timony, Mr. President, from women
who were subjected to harassment by
the IRS when, clearly, their husbands
were cheating on their own taxes in an
effort to evade taxes through tax shel-
ters, and so on, without any knowledge
of the spouse.

In addition, we’ve added a rule sus-
pending interest and penalties when
the IRS does not provide appropriate
notice to taxpayers within 18 months

of filing. Although I preferred the Sen-
ate provision suspending interest and
penalties if IRS fails to notify the tax-
payer within 12 months, I was per-
suaded to delay the 12-month rule for 5
years to enable IRS to update all of its
computers to meet this standard.

The important thing for taxpayers to
know is that long notification delays
by IRS will no longer benefit the Serv-
ice because it will not be able to stack
penalties and interest on taxpayers
who may have unwittingly made a mis-
take on their returns.

We’ve also changed the burden of
proof in cases coming before the Tax
Court. This is a long overdue change.
When American citizens go into a
court, they should be presumed inno-
cent, not guilty until they can prove
their innocence. That principle is en-
shrined in our Constitution and must
apply in tax cases as well as any other
cases. Now it will.

Mr. President, as I said earlier, the
culture at the IRS must change. This
bill makes very important changes
that should give the American public
more confidence that if they make a
mistake on their tax returns, they will
be treated fairly by their government
and not subjected to threats and har-
assment.

But this bill is just a first step. It is
incumbent on the Finance Committee
to hold the agency accountable for im-
plementing this bill. More oversight is
needed because it is only through over-
sight that we can hold this agency ac-
countable to the American people.

Finally, I note that problems be-
tween the IRS and taxpayers could be
greatly minimized if we overhauled the
far-too-complex tax code that is so in-
timidating that less than half of all
taxpayers have the confidence to fill
out their returns by themselves.

I ask each of my colleagues to ad-
dress his or her own tax situation rel-
ative to how many Members of this
body do their own tax returns. I must
admit that I, for one, do not, simply
because of the complexity.

I believe fundamental tax reform is
the most important thing we can do to
restore public confidence in the tax
system. This conference report takes a
small, but much needed step toward
simplification. It changes the holding
period for capital gains from 18 months
to 12 months. I strongly support this
change on both economic grounds and
because this will significantly simplify
tax filing for any individual who owns
a mutual fund or shares of stock.

Mr. President, this bill is an historic
milestone and I expect it will pass with
overwhelming bi-partisan support. I
hope that next year we can produce
fundamental tax reform that will have
similar bi-partisan support.

Mr. President, the conferees included
a provision which is unrelated to IRS
reform but will have an important ef-
fect in our on-going debates about
international trade. We have included a
provision that changes the name of
‘‘most favored nation’’ trade status to
‘‘normal trade relations.’’

This is a long overdue change that I
strongly support. For many years, we
have debated extending normal trade
status to some of our former adversar-
ies such as China. In determining
whether to treat imports from these
countries in the same way as we treat
imports from our allies, such as Japan
and Great Britain, the term ‘‘most fa-
vored nation’’ has historically been
used.

That term ‘‘MFN’’ has caused confu-
sion among many members of the pub-
lic, for it implies that we are granting
a special favored status that is better
than what we grant our other trading
partners.

As my colleagues in the Senate
know, MFN—most favored nation—
merely grants equal status, not greater
status, for those countries. Changing
MFN to normal trading relations
should do a lot to clear up public con-
fusion and allow us to debate the issues
with a clearer focus.

Mr. President, my hope is that my
colleagues will support the conference
committee’s report with regard to the
IRS, and, as a consequence, I thank the
President and I yield the floor.

Mr. COATS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Indiana.
Mr. COATS. Mr. President, I don’t in-

tend to speak for more than about 5
minutes. I thank the chairman of the
Finance Committee for granting me
this time. I also want to thank my col-
league and friend, Senator ROCKE-
FELLER from West Virginia, for defer-
ring so I can maintain a schedule. I
will be brief.

I am enthusiastically supporting the
product brought out of the Finance
Committee that we will be voting on
shortly to rein in what has been in
many instances an out-of-control agen-
cy that has, I think, trampled upon
some liberties of the American people.
I commend the Finance Committee for
doing this. It is much needed reform. I
am glad that we are finally here on the
floor debating and, hopefully, ready to
pass this.

Former Chief Justice John Marshall,
in a landmark case many of us learned
in law school, McCulloch v. Maryland,
said that ‘‘the power to tax involves
the power to destroy.’’ We understand
that the power to tax is a power that is
granted to Congress. So we have no one
to point a finger at in that regard
other than ourselves. But the power to
destroy, I am sure, Marshall was refer-
ring to was the fact that taxation, if
improperly applied, can destroy.

But there is a second point to that
which I think is important; and that is,
if the administration of the power to
tax is abused, it can also have the
power to destroy.

We have heard about the docu-
mented, systemic abuse of taxpayers in
the oversight hearings that have been
held. This bill will, hopefully—and I be-
lieve will—effectively end the agency’s
disregard of taxpayers rights. We have
heard the horror stories of taxpayer
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mistreatment by armed IRS agents
raiding taxpayers’ homes and Ameri-
cans being subjected to years of harass-
ment, unsubstantiated audits, audits
that are targeted at low-income and
favor high-income, audits that are tar-
geted at those of modest education,
quota goals, disregard for rules and
regulations, and even laws, in order to
achieve a certain product goal. Those
are abuses that have been documented,
have been discussed, and really form
the basis for the legislation that we are
addressing today.

I would like to relate just one story
that was relayed to me by one of my
constituents in Indiana. He gave me
permission to tell this story but re-
quested that I only tell it if I did not
disclose his name. ‘‘Why?’’ I asked. He
said, ‘‘Because I fear retribution.’’ I
said, ‘‘You have nothing to fear.’’ He
said, ‘‘No. I fear retribution. I have
been through so much, I don’t want to
give that agency or anybody associated
with that agency any cause to come
after me again. I cannot go through
that again. So use my story but don’t
use my name.’’

The history is that as he was prepar-
ing for Christmas and shopping to pur-
chase both gifts and food for his Christ-
mas dinner for his family, he was
shocked to learn that his credit was de-
nied because he was told he had no
money in his bank account. His entire
savings had been wiped clean by the
IRS for back taxes and penalties. He
immediately called the IRS, and he was
told that the reason for this was that
10 years ago, in 1987, the IRS discov-
ered that his 1987 tax return was not on
file and that he had not answered any
of the registered letters that were sent
to him. Of course, he never received
those registered letters because he had
not lived at that address since 1987.

Subsequently, he had filed returns
for each year, which the IRS had proc-
essed, and he had received responses
back from the IRS at his new address.
So all of the subsequent years, the IRS
knew where he was. But in 1987, with a
previous address, because they had lost
his return and because the registered
letters notifying him of that were sent
to his old address, the two computers
didn’t match, or the two agents didn’t
check with each other. And, therefore,
my constituent found that his entire
savings had been wiped out just before
Christmas, and he learned about it
when his credit was denied as he was
shopping for his family.

That is just one tale. But it doesn’t
end there. That is horrific enough.

A few months later, after some paper
shuffling at the IRS, this gentleman
was told—based on the information
that he had to provide again to the
IRS—they actually owed him a refund
of $1,500 for his 1987 return. He had sup-
plied duplicate information again to
the IRS. However, they said since the
statute of limitations had run, he was
no longer entitled to his refund.

That is the kind of thing that causes
your mouth to drop open and I guess

you pull your hair out. I don’t think
that is why I lost my hair. But had I
been that taxpayer, the outrage that
would have ensued I think is something
that all of us can identify with.

After a lot of intervention and a lot
more paper shuffling, he did finally get
his $1,500. Only the IRS could pull off
something like this.

These stories of abuse and mis-
management go on and on. I will not
detail those in the interest of time.

It is unfortunate and sometimes, I
think, disgraceful that an agency of
the greatest democracy in the world
could have attributes that could best
be described or identified as a para-
military wing of a despotic regime.

So it is past time, I believe, that this
legislation pass the Congress, and be
signed by the President, and that we
urge the new Commissioner of the IRS,
Mr. Rossotti, to conduct a thorough
housecleaning based on what we have
put in this legislation.

The IRS exists to serve the American
people, not the other way around.
There has to be accountability for this
agency. There has to be more protec-
tion for the taxpayer. Efficiency and
integrity need to be the twin goals of
the IRS. Therefore, passing this legis-
lation is a very important step to
achieving this end.

I want to close, Mr. President, with a
quote that is etched into the stone of
the IRS building headquarters here in
Washington. It is a quote from Su-
preme Court Justice Oliver Wendell
Holmes, who said, ‘‘Taxes are what we
pay for a civilized society.’’ If that in
fact is the case, if taxes are what we
pay for a civilized society, then we
have every right to demand that the
tax collector act in a civilized manner.
The IRS has not done that. The tax
collector has not acted in a civilized
manner. We pay our taxes. We expect a
civilized processing of those taxes.
Hopefully, this bill will take us toward
that end or achieve that end.

Mr. President, with that, I yield the
floor.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President, I
am very happy to be making comments
while the Senator from the State of
Wyoming is presiding.

Mr. President, I wish to say that
there may hopefully be some encourag-
ing news with respect to the negotia-
tions going on about product liability.
As you know, the majority leader came
to the floor and said that a cloture
vote would continue as planned for to-
morrow morning, and that amend-
ments would be allowed up until 5
o’clock, which collectively allowed for
about 4 hours of amendments.

I think it is very important, in the
relationship between the majority and
the minority, for the minority to be
able to make amendments. And I think
there has been some—no, not some, but
a great deal of concern from our side

about the pattern of using cloture mo-
tions, rather than as a chance to shut
off debate, as simply a chance to shut
off amendments. But now I understand
that there is some consideration being
given to perhaps postponing the clo-
ture vote for a period of days so that
there can be some discussion on the
subject of amendments on the product
liability bill.

It is actually very interesting. In all
the years—I was reflecting on it this
morning with Senator GORTON—that
this Senator from West Virginia has
been working on product liability,
there has really been no debate about
product liability, only speeches. There
have been speeches on the topic or a
filibuster would commence and con-
tinue, and a series of speeches, but
really never debate, never questions
and answers back and forth, people
probing each other.

So I hope, anyway, that this possibil-
ity will come to pass. I think we do
need debate. I think we do need a
chance to offer amendments.

Having said that, however, the Sen-
ator from West Virginia wishes to reit-
erate his position that I reached an
agreement with the White House. It
was an arduous, long process, but one
in which honor and faith was kept on
both sides, and I feel bound by the posi-
tion of the White House as it stands
now, or however it develops—and it
probably won’t develop—but that has
to be my position. I am a defender of
the faith, so to speak, in terms of the
negotiation that I carried out with the
White House to produce a rather mini-
mal bill with respect to product liabil-
ity but, on the other hand, a bill which
moves the subject forward.

Mr. President, my real purpose today
is to speak about veterans’ rights. I
should start out by saying that I very
much respect the chairman of the Fi-
nance Committee, whom I specifically
and directly remove from any criticism
which I might be about to make, be-
cause it should not be directed at him
at all. That goes also for the ranking
member, Mr. MOYNIHAN, for his part in
bringing the IRS debate and bill to a
conclusion. But I am not happy and I
think my colleagues know that.

Veterans’ rights have been bartered
away, in deals without the full scru-
tiny of the Senate or even the author-
izing committee. There are many here
who believe very strongly in the au-
thorizing process; not everything is ap-
propriating. Authorizing has to come
first. That is the way of the Senate.
That has been quietly and very defi-
nitely thrown aside in this whole proc-
ess.

I am referring to the denial of veter-
ans’ disability rights which were en-
acted as part of TEA 21, and in the
process now going on with regard to
the technical corrections bill needed to
amend drafting errors which were ad-
mittedly made in that bill.

America’s veterans, indeed, all Amer-
icans, are being subjected to what
amounts to an unprecedented power
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play, conducted behind closed doors, as
part of the highway reauthorization
process. This is a kind of process which
one can talk about on the Senate floor
and very few choose to listen to it, be-
cause it sounds like what everybody
doesn’t like about Washington and, in
fact, it is what everybody should not
like about Washington.

This is an example of a process run
amok, where any provision, no matter
how heinous or unrelated, can be added
in conference under cover of darkness.

Now, of course, if you add something
in conference, all of us understand that
the conference report is unamendable.
So you vote yea, or you vote nay on
the report, but you cannot amend it;
thus the power to use this process is a
formidable power, and thus we need to
do things correctly in this body.

I think the process that has gone on
here is a process all Members are going
to come to lament. This process is
backroom, back-door politics. It is not
democracy, and, Mr. President, veter-
ans have earned better than this.

Veterans have earned more from
their government than a process that
denies their rights without any ac-
countability. Veterans have earned
more than a process where the denial
of veterans’ rights can be inserted into
unamendable conference reports, under
the cover of darkness. They have
earned more than a process where, in
the name of expediency, extraneous
provisions are placed in conference re-
ports to avoid accountability, and
where the majority has, in effect, de-
stroyed the normal protections.

Why is it, I ask myself time and time
again, why is it that this Senate is
willing to look the other way on this?
Why is it that we are allowing such an
abuse of power to go on?

It is clearly unfair. I do not think
that it was the original purpose of the
conferees or the original people doing
ISTEA to deny benefits that are in the
current law for tobacco-addicted veter-
ans who have disabilities, veterans who
have gone through an unbelievably dif-
ficult process at the Department of
Veterans Affairs to qualify for service
connection for their disabilities. But,
in fact, under the highway bill, current
law has been rescinded, wiped from the
books, and nobody has done anything
about it, and nobody can do anything
about it. And we sit here, stand here,
talk here, silently, knowingly doing
nothing about it at all.

Now, IRS reform, highway spending,
these are two things that I very much
favor. I voted for the underlying bills.
In terms of the IRS reform conference
report, had that come up clean, I would
have voted for it now. I voted for it in
committee. I am on the Finance Com-
mittee. However, I cannot support its
passage at the expense of America’s
veterans.

You say, well, but that is just one
group of people and this is a very large
issue. Well, veterans are more than
just one group of people, Mr. President.
They are symbolic of the tenor of a na-

tion, the moral attitude of a country
towards its citizens who have main-
tained its freedom. Veterans are at all
times to be taken very seriously be-
cause of the sacrifices that many of
them have made, and in this case in
particular, where their disability has
been fostered by the Government’s ac-
tions in a number of ways.

My colleagues know I have been
fighting for many months to correct
the injustice that we did to veterans. It
is my duty, it is my honor to do so, and
I am going to continue to do so here.
But I must stop and ask, why, why is it
that the majority continues to use
their power to deny full Senate consid-
eration of H.R. 3978, the highway cor-
rections bill?

If we brought it up, we could have a
time agreement of a half hour, divide it
in two, 15 minutes each side, and we
could have an up-or-down vote. But, of
course, all of that is just talk at this
point, because we are on a conference
report and it cannot happen, and I un-
derstand that. But that will not keep
me from standing here and voicing my
outrage at a process which so undoes
veterans who have suffered, and does it
so unfairly.

Why has the leadership endorsed, in
fact induced, conferees to take such ac-
tion? Why have they decided to totally
ignore the needs of America’s veterans
on the way to what amounts to a 44-
percent increase in highway spending
over the last budget cycle.

I am all for highway spending. I re-
mind my colleagues I come from the
State of West Virginia, where only 4
percent of the land is flat, so if you
don’t have a highway somewhere
around you, you are in pretty big trou-
ble pretty quickly. So highways are
important to me.

But instead of bringing this bill to
the floor for debate and a single
amendment, the majority simply said
they would find another way to pass
this bill, quietly, covertly, out of the
light of day. And it turned out that the
other way of doing this was the IRS
conference report, which we are debat-
ing today.

We are evading the usual process
that would have allowed this to be
fully aired and debated in the Veter-
ans’ Affairs Committee, which has ju-
risdiction over veterans compensation
matters. People say, well, jurisdiction,
who cares? Well, jurisdiction matters,
and there are a lot of people in this
body who place great weight on juris-
diction. Authorizing committees have
jurisdiction for some things; the Ap-
propriations Committee has jurisdic-
tion for other things, but jurisdiction
is important.

Jurisdiction has been bypassed, abro-
gated, tossed aside in this whole proc-
ess, and now we are taking away a ben-
efit which was granted to disabled vet-
erans under existing law. Some are
going to argue we are giving veterans a
new benefit. That is absurd. We have
removed a benefit which was there
under the current law for veterans who

are tobacco addicted to the point of
disability, after going through a series
of VA tests which are so rigorous that
at this point, only a relatively few hun-
dred have been able to qualify for those
benefits. So it is extremely unfair.

Once again, we sidestep the regular
process. The IRS conferees failed to re-
store the benefits. Once again, I ex-
empt the ranking member of the Fi-
nance Committee and the chairman of
the full committee. I exempt them
from blame for this. We failed to re-
store the cuts. And this is at the direc-
tion of the majority. This has been a
complete mockery of our budget proc-
ess and of regular order in the Senate.

So, this is what I have called a ‘‘mid-
night raid’’ on veterans’ benefits. To
put it bluntly, America’s veterans have
been wronged, deeply wronged, by
backdoor trickery. Funding for veter-
ans’ benefits has been cut; imaginary
savings have been diverted to pay for
highways; and veterans’ disability
rights have been placed in jeopardy, to
say the least.

I had hoped to offer an amendment to
the corrections bill that would have
struck the veterans’ disability com-
pensation offset from the underlying
conference report. But that was all
pushed aside. I no longer have that op-
tion.

I will say that the IRS restructuring
conference report has slightly im-
proved the language pertaining to vet-
erans. I will give them credit for that,
since credit must be given where credit
is due. The conference report strikes
references to smoking being ‘‘willful
misconduct.’’ You understand I am
talking about a veterans population,
for the most part older, which was en-
couraged to smoke by the Government,
told to take a smoking break, where
they were sold cigarettes at a reduced
price, and where the warnings about
the dangers of tobacco were not even
produced or shown on cigarettes used
in the military until 5 years after that
was happening as a routine matter for
the civilian population in the United
States.

So, this is another nail in the veter-
ans’ benefits’ coffin. I am very, very
angry about it. America’s veterans will
not be fooled by backroom, backdoor
legislating, no matter how anybody
chooses to try to clean up the record
on this. They will see through this cha-
rade. They will remember it on Veter-
ans’ Day, on Memorial Day, on the
Fourth of July, when we all give our
speeches about veterans. And then we
come in, in the darkness of night, and
take away benefits from disabled veter-
ans, who under current law have dis-
ability compensation rights, and we
take them away. We take them away
and will not restore them. I cannot be
a part of that, and I urge my colleagues
to join me in voting to oppose the IRS
reform conference report.

I yield the floor.
The PRESIDING OFFICER. (Ms. COL-

LINS). The Senator from Rhode Island
is recognized.
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Mr. CHAFEE. Madam President, the

conference report before the Senate in-
cludes the TEA 21, that is the Trans-
portation Efficiency Act of the 21st
century, which some call the ISTEA II
Restoration Act. It includes a tech-
nical corrections measure to that bill.
The technical correction measure,
which is part of the legislation before
us, remedies errors made in H.R. 2400,
which was the surface transportation
bill we passed just before the Memorial
Day recess.

As everyone knows, just before we
went out on that break for Memorial
Day, there was a great desire to com-
plete the legislation before us. We com-
pleted negotiations on Thursday
evening and delivered a very complex
bill that had over 900 pages the first
thing on Friday morning. In other
words, we completed the negotiations
on Thursday night, and by the next
morning we had a bill of over 900 pages
before us. Inevitably, some errors were
made.

We have before us legislation to cor-
rect those errors. I emphasize this is
just a technical corrections bill. Many
Members have come to us in the ensu-
ing days suggesting new items or
changes that they wanted to be made
because they felt in the original legis-
lation they did not obtain them. But
we resisted all such requests. This bill
merely carries out the agreements of
that conference on H.R. 2400. I will
refer to it sometimes by the number.
That is the original transportation leg-
islation that we passed.

The technical corrections in the leg-
islation before us have been developed
jointly by the House and the Senate
conferees, with valuable input from the
U.S. Department of Transportation. I
think it is important to note this legis-
lation before us does not change the
formula allocations agreed to in the
conference. The technical changes in
this legislation relate to apportion-
ments. Those that exist are made to
ensure that the legislative instructions
to the Department of Transportation
on the formula will produce an appor-
tionment to the States just as we
agreed upon. In other words, the only
changes we made in this legislation, so-
called technical corrections, are to
take care of things that were left out
inadvertently or to clarify an intent
that was there and clearly recognized
in order to carry out that intent.

This bill also corrects drafting errors
relating to veterans’ smoking-related
disability benefits. This is to what the
Senator from West Virginia was refer-
ring. The provisions of H.R. 2400 were
intended merely to reverse a recent de-
cision by the general counsel of the
Veterans’ Administration, which deci-
sion had not yet been implemented. It
is very important to remember that.
We have been advised that the bill may
be interpreted to deny benefits to some
veterans who were eligible for benefits
prior to the general counsel’s decision.
In other words, it has come to our at-
tention there may be situations that

have arisen that, as a result of the lan-
guage as we drew it, denied benefits to
some veterans who were receiving
them. What we meant to do was to re-
verse the general counsel’s decision as
it might apply to future applicants in
an entirely new category of benefits
opened by the general counsel. And
with this technical corrections bill, we
reach that objective.

There was an article in the Washing-
ton Post several weeks ago that has
caused serious concern. That article
suggested that Congress had declared
smoking ‘‘willful misconduct’’ by
America’s veterans. That was just
plain wrong. That statement in the
Washington Post, that we included
smoking as ‘‘willful misconduct’’ by
American veterans, gave great offense
to some. I want everyone to know that
was an incorrect reading of the legisla-
tion.

Section 1110 of title 38, which is the
existing law and has nothing to do with
the transportation legislation, entitled
veterans to compensation if they are
disabled by service-related illness or
injury. There are two exceptions to
this entitlement in current law. The
first exception is ‘‘willful misconduct.’’
A veteran cannot get disability com-
pensation if the illness or injury re-
sults from willful misconduct. That is
the law. It has been the law a long
time. The second exception denies ben-
efits if the illness or injury resulted
from alcohol or drugs. These two ex-
ceptions are in the current law. That is
where they are.

Now, H.R. 2400, the transportation
legislation, added a third exception. It
would have denied benefits where the
illness results from smoking. This did
not make smoking willful misconduct.
This was a third exception to the provi-
sion that entitles a veteran to disabil-
ity benefits. The first was willful mis-
conduct, the second was alcohol or
drugs, and the third was smoking relat-
ed.

From where did we get that lan-
guage? That was suggested by the Sen-
ate legislative counsel as the most
straightforward means to reverse the
great opening of benefits under the
general counsel’s decision.

This language had the unintended
consequence of denying benefits to
some veterans who would have quali-
fied prior to the decision. This bill
drops the language suggested by the
Senate legislative counsel. We just got
away from all that language that we
had in there and returned to the lan-
guage which was suggested by the ad-
ministration, which reverses the gen-
eral counsel’s decision as it might
apply to future applicants.

No veteran now entitled to benefits
as a result of adjudication, or who has
applied for such benefits, will be af-
fected.

This bill makes the following
changes to the veterans subtitle:

One, it clarifies that veterans who
file claims for smoking-related benefits
are grandfathered. That filing isn’t
going to be eliminated.

Second, it makes clear that those ac-
tive-duty service personnel who con-
tracted a smoking-related illness while
in the service continue to qualify for
disability compensation. We don’t
change that.

Third, we ensure that survivors and
their dependents will receive a 20-per-
cent increase in education assistance
benefits.

Madam President, we prepared a
summary of this technical corrections
bill, and I ask unanimous consent that
this summary be printed in the RECORD
after my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)
Mr. CHAFEE. I also point out,

Madam President, that we voted on the
underlying veterans issue three times
in this Senate. Each time it has ap-
proved the action that we took here.

HOME HEATING OIL PILOT PROGRAM

The Department of Transportation
Secretary has been given new author-
ity under section 4007, of the newly
passed Transportation Efficiency Act
for the 21st Century (TEA 21), for waiv-
ers, exemptions and pilot programs.
Therefore, section 1221(j), the home
heating oil pilot program is redundant
and no longer necessary. Striking this
pilot program is not intended to sug-
gest that a home heating oil pilot pro-
gram should not be conducted. On the
contrary, because of the unique sea-
sonal nature of the heating oil indus-
try, it is essential that a pilot program
be implemented on or before December
1, to be valuable the following winter.
The home heating oil pilot program
was first authorized in section 346 of
the National Highway System Designa-
tion of 1995. However, this pilot pro-
gram was never fully implemented by
the Department of Transportation.

EXHIBIT 1

HOUSE/SENATE JOINT SUMMARY OF TECHNICAL
CORRECTIONS TO TRANSPORTATION EQUITY
ACT FOR THE 21ST CENTURY

This legislation: (1) restories provisions
agreed to by the conferees; (2) makes tech-
nical corrections to provisions included in
H.R. 2400; and (3) eliminates duplicative pro-
gram authorizations.

This legislation does not change the for-
mula allocations contained in the Con-
ference Report to the Transportation Equity
Act for the 21st Century.

The following is a section by section de-
scription of provisions included in the TEA–
21 Restoration Act:

Section 9001 Short Title
Section 9002 Authorization and Program Sub-

title

Adjusts funding levels for high priority
projects to conform with list in the con-
ference report and to correct other errors.

Adjusts funding levels for Highway Use
Tax Evasion projects to allow for implemen-
tation of the Excise Fuel Tracking System.

Corrects the obligation limitation levels
for mathematical consistency and conforms
obligation limitation treatment to current
practice for research programs.

Makes other conforming and technical
changes such as renumbering sections and
correcting cross reference.
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Section 9003 Restorations to General Provisions

Subtitle
Restores the National Historic Covered

Bridge Preservation program.
Restores the Substitute Project for the

Barney Circle Freeway, Washington, D.C.
Restores Fiscal, Administrative and Other

Amendments included in both House and
Senate bills.

Removes section 1211(j) regarding winter
home heating oil delivery.

Makes technical corrections to section
1211, Amendments to Prior Surface Trans-
portation laws and section 1212, Miscellane-
ous Provisions.

Clarifies program funding categories for
Puerto Rico and continues current law pen-
alties for Puerto Rico for non-compliance
with the federal minimum drinking age re-
quirements.

Clarifies that contract authority is author-
ized for provisions contained in section 1215,
Designated Transportation Enhancement Ac-
tivities.

Modifies Sec. 1217(j) to allow for effective
implementation of this subsection. Modifies
Magnetic Levitation Deployment Program
to clarify eligibility of low-speed magnetic
levitation technologies.

Corrects reference to Special Olympics.
Section 9004 Restorations to Program Streamlin-

ing and Flexibility Subtitle
Restores Discretionary Grant Selection

Criteria provisions.
Conforms Environmental Streamlining

provisions to include mass transit projects.
Section 9005 Restorations to Safety Subtitle

Restores the Open Container Law safety
program.

Restores the Minimum Penalties for Re-
peat Offenders for Driving while Intoxicated
program.
Section 9006 Elimination of Duplicate Provisions

Eliminates duplicate provisions for San
Mateo County, California, the Value Pricing
Pilot Program, and National Defense High-
ways Outside the United States Restores the
Minnesota Transportation History Network
provision.
Section 9007 Highway Finance

Updates the Transportation Infrastructure
Finance and Innovation Act program to
begin in 1999 rather than in 1998.

Conforms the credit levels in the Transpor-
tation Infrastructure Finance and Innova-
tion program to agreed upon distribution
levels of budget authority.
Section 9008 High Priority Projects Technical

Corrections
Makes technical corrections, description

changes and previously agreed upon addi-
tions to high priority projects.
Section 9009 Federal Transit Administration

programs
Makes corrections to transit planning pro-

visions to conform to provisions in title 23.
Clarifies eligibility of clean diesel under

clean fuels program.
Makes technical corrections to section 5309

and clarifies the Secretary’s full funding
grant agreement authority.

Funds University Transportation Centers
authorized under title 5.

Restores requirement that transit grantees
accept non-disputed audits of other govern-
ment agencies when awarding contracts.

Makes corrections to the authorizations
for planning, University Transportation Cen-
ters, the National Transit Institute and the
additional amounts for new starts.

Makes technical corrections, description
changes, and previously agreed upon addi-
tions to new starts projects.

Makes technical corrections to the access
to jobs and reverse commute programs.

Corrects funding level for the Rural Trans-
portation Accessibility Incentive Program
and makes other technical corrections.

Makes technical corrections to study on
transit in national parks.

Makes corrections to obligation limitation
levels.
Section 9010 Motor Carrier Safety Technical

Correction
Conforms section references for the Motor

Carrier Safety program.
Section 9011 Restorations to Research Title

Adjusts authorization levels for university
transportation centers to conform with
modifications made in the Transit title in
section 9.

Restores eligibility of Intelligent Trans-
portation System activities for innovative
financing.

Corrects drafting errors to 5116 (e) and (f).
Makes technical and conforming changes

to university research provisions.
Corrects references to the Director of the

Bureau of Transportation Statistics.
Corrects drafting errors to Fundamental

Properties of Asphalts and Modified Asphalts
research program.
Section 9012 Automobile Safety and Information

Corrects reference to the National High-
way Traffic Safety Administration.

Makes conforming changes to provisions in
Subtitle D of Title VII.
Section 903 Technical Corrections Regarding

Subtitle A of Title VIII.
Makes corrections to offsetting adjust-

ments for discretionary spending limits.
Makes other technical and conforming

changes to Title VIII.
Section 9014 Corrections to Veterans Subtitle

The TEA–21 Restoration Act corrects
drafting errors to Sec. 8201.

The provision included in the Conference
Report on TEA–21 to use the Veterans smok-
ing-related disability benefits for transpor-
tation was drafted incorrectly and had the
unintended consequence of identifying smok-
ing as an act of ‘‘willful misconduct’’ by vet-
erans. The provision in the TEA–21 Restora-
tion Act corrects any reference to smoking
as an act of ‘‘willful misconduct’’ by veter-
ans.

This provision also clarifies that veterans
who have filed claims for smoking-related
benefits are grandfathered.

The provision also makes clear that those
active-duty service personnel who contract a
smoking-related illness while in service con-
tinue to qualify for disability compensation.

Another correction in this bill relates to
ensuring that survivors and their dependents
will receive a 20% increase in education as-
sistance benefits.
Section 9015 Technical Corrections Regarding

Title IX
Makes technical corrections to the Reve-

nue title.
Section 9016 Effective Date

Provides for the effective date of this act
to conform with the effective date of TEA–21.

MAGLEV DEPLOYMENT PROGRAM

Mr. MOYNIHAN. Madam President,
the Maglev Deployment Program in
the ISTEA reauthorization legislation
contains contract authority of $60 mil-
lion for pre-construction activities in-
cluding investment analyses, environ-
mental impact statements and other
corridor development activities. The
program then provides authorization of
$950 million for construction of a
project.

I wish to ask the chairman to con-
firm my understanding that these pre-

construction activities are to be funded
in the same fashion as other transpor-
tation programs, that is to say, with an
80 percent Federal match. The Federal
role in the actual construction pro-
gram, however, is limited to not more
than a two-thirds match. Is that also
the chairman’s understanding?

Mr. CHAFEE. Yes, that is my under-
standing and that is indeed what the
committee intended in passing this
program.

Mr. MOYNIHAN. Madam President, I
thank the chairman.

SECTION 105(e)

Mr. GRAHAM. Madam President, I
commend the distinguished chairman
of the Environment and Public Works
Committee for his hard work and dedi-
cation to the Transportation Equity
Act for the 21st century that passed the
Congress on May 22. I am honored to
have been a participant on the con-
ference committee. Mr. President, I
would like to enter into a colloquy
with the distinguished chairman to
clarify a provision in the TEA 21 legis-
lation.

Mr. CHAFEE. Madam President, I
will enter into a colloquy with the sen-
ior Senator from Florida to clarify a
provision in the TEA 21 legislation.

Mr. GRAHAM. I would like to clarify
section 105(e), special rule, that states
if in any of fiscal years 1999 through
2003, the amount authorized under sub-
section (d) is more than 30 percent
higher than the amount authorized
under subsection (d) in fiscal year 1998,
the Secretary shall use the apportion-
ment factors under sections 104 and 144
as in effect on the date of enactment of
this section. Does this provision jeop-
ardize the 90.5 guarantee rate of return
even if a State’s gas tax revenues to
the highway trust fund are to grow sig-
nificantly over the life of the bill?

Mr. CHAFEE. No, my understanding
is that the intent of this section is to
prevent the dollar amount of the mini-
mum guarantee from growing out of
proportion far beyond that which the
conferees anticipate. The intent of the
Congress is that no State will receive
less than a 90.5 percent rate of return
on their gas tax contributions to the
highway trust fund, of the funds dis-
tributed to the States which are cov-
ered by the minimum guarantee provi-
sion.

Mr. ROTH. Madam President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. MCCAIN. Madam President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MCCAIN. Madam President, I rise
in support of the IRS Restructuring
and Reform Act of 1998. I want to
thank the Chairman, and other mem-
bers of the Finance Committee for
their work in crafting this much-need-
ed measure.
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This legislation is about more than

merely reforming one Government
agency. This bill is about fundamental
fairness and the role of the Federal
Government in our lives. The out-of-
control IRS is a prime example of in-
trusive and unnecessary big govern-
ment.

Madam President, I have spent 15
years in Congress fighting to lower
taxes, cut spending, and shrink the size
of our bloated and intrusive Federal
Government.

Earlier this year, Senator COVERDELL
and I introduced the Middle Class Tax
Relief Act of 1998, which is a step to-
ward a simpler, flatter, fairer Tax
Code. The Middle Class Tax Relief Act
would deliver sweeping tax relief to 29
million lower- and middle-income tax-
payers by increasing the number of in-
dividuals and married couples who pay
the lowest tax rate, which is 15 per-
cent.

The bill raises the limit for the 15
percent bracket to $35,000 for an indi-
vidual taxpayer. In addition, this bill
significantly lessens the effect of one
of the Tax Code’s most onerous and in-
equitable provisions—the marriage
penalty—by allowing married couples
to earn as much as $70,000 and still pay
only 15 percent in taxes.

It is essential that we provide Amer-
ican families with relief from the ex-
cessive rate of taxation that saps job
growth and robs them of the oppor-
tunity to provide for their needs and
save for the future. The Middle-Class
Tax Relief Act permits individuals to
keep more of the money they earn.
With this extra income, Americans will
be able to save and invest more. In-
creased savings and investment are key
to sustaining our Nation’s current eco-
nomic growth.

Last year, Congress passed a major
tax-relief bill, the Taxpayer Relief Act
of 1997, which provided an estimated
$96 billion in tax relief to Americans at
all income levels. And I and others
have sponsored numerous legislative
proposals to eventually repeal the cur-
rent Tax Code, and to lower or elimi-
nate taxes on families, estates, chari-
table giving, farmers, Social Security
benefits, tip income, Internet access
and services, gasoline, and conserva-
tion efforts.

Cutting taxes is only a part of the so-
lution to the problems of big govern-
ment. We must also cut spending.

For 10 years, I fought to enact the
line item veto legislation, which would
have helped eliminate unnecessary and
wasteful spending of taxpayer dollars
from annual appropriations bills. When
the Supreme Court struck down the
1996 law, Senator COATS and I intro-
duced a revised line item veto author-
ity, called separate enrollment. Our
bill would avoid the Constitutional
questions surrounding the original
line-item veto, and we intend to push
for its early enactment.

Clearly, the line-item veto is a nec-
essary tool to curb the Federal Govern-
ment’s appetite for pork-barrel spend-

ing. Last year alone, Congress added
more than $8 billion in wasteful,
unnecesssary, and low-priority spend-
ing to the appropriations bills. This
year, with only about half the bills
done, nearly $7.5 billion has been set
aside for congressional earmarks. I in-
tend to continue to oppose such waste-
ful spending when these bills come be-
fore the Senate, because these ear-
marks take money right out of the
pockets of the taxpayers.

In 1997, I supported the Balanced
Budget Act which cut spending by $270
billion and led to the first balanced
Federal budget in 30 years. In addition
to refraining from adding unnecessary
programs to the various agency budg-
ets, we should be looking for savings
and efficiencies in all areas of the Fed-
eral budget, including Congress’ own
funding. With the likelihood of signifi-
cant budget surpluses on the horizon,
we must now work to ensure that any
extra money is returned to the people
in the form of tax relief—not spent on
pork-barrel projects or big-government
programs.

Some are probably wondering what
this discussion of tax relief and spend-
ing cuts has to do with IRS reform. On
the surface, the IRS reform bill is sim-
ply about reforming a Government
agency. But this bill is about more, it
is about fundamental fairness and the
role of the Government in our lives.

As the people’s elected representa-
tives, we cannot merely point the fin-
ger at this runaway agency. We have a
responsibility to protect the American
public’s individual freedom and dignity
from the IRS and any other agency
that oversteps its boundaries and un-
duly infringes upon the American
public’s day-to-day existence.

The reforms in this bill are carefully
crafted structural reforms. They are
reforms that will not only change the
practices and procedures of the IRS,
but its fundamental culture as well.
These reforms will ensure that the IRS
treats taxpayers fairly and with the re-
spect they deserve.

The IRS Restructuring Act of 1998
implants additional oversight and out-
side expertise into the management of
the IRS. An entire title of this bill is
devoted to taxpayer protection and
taxpayer rights. Most important, this
bill shifts the burden of proof from the
taxpayer to the IRS. This measure has
relief for innocent spouses from tax li-
abilities incurred by former spouses
from whom they have been divorced or
legally separated for at least 12
months. The fear of an audit looms
over the heads of even honest tax-
payers. After passage of this legisla-
tion, honest taxpayers will now have
greater protections throughout the
audit process.

These management and administra-
tive provisions are key to restoring
fairness and efficiency to the manage-
ment and administration of our tax
laws.

In addition, this conference agree-
ment builds on last year’s Taxpayer

Relief Act. It provides $12.9 billion over
the next 10 years in much-needed tax-
payer relief for millions of hard-work-
ing Americans by eliminating the com-
plex 18-month holding period that was
required to realize the lowest applica-
ble tax rate for capital gains. This pro-
vision is vital to America’s middle
class. Capital gains are no longer ex-
clusively for the rich and powerful. The
world of mutual funds, discount bro-
kers, and the Internet has empowered
the middle class with newfound pros-
perity. Simplifying and lowering the
capital gains tax helps ensure the fi-
nancial stability of our Nation’s hard-
working middle class.

Let me close by saying that the IRS
Restructuring Act of 1998 illustrates
our continuing effort to change the
way we collect our taxes, and on a larg-
er note, the role of Government in our
everyday lives. This bill is a step to-
ward smaller and more efficient Gov-
ernment—less taxes and less spending,
means less big government.

Swift passage of this measure will
send a loud and clear message to Amer-
ica. The message is that Congress hears
your call for smaller, less intrusive
Federal Government and for lowering
the excessive tax burden, which saps
job growth and robs Americans of the
opportunity to provide for their needs
and save for their future.

Mr. KYL. Madam President, I rise in
strong support of the Internal Revenue
Service reform bill that is before us
today.

Mr. President, last fall, the Finance
Committee held a series of hearings to
expose problems in the Internal Reve-
nue Service’s dealings with taxpayers.
Although we all knew that there were
serious problems with the way the IRS
does business, it is safe to say that all
of us were truly shocked at what we
learned from the hearings.

As Senator ROTH put it at the time,
we found that the IRS far too often
targets vulnerable taxpayers, treats
them with hostility and arrogance,
uses unethical and even illegal tactics
to collect money that sometimes is not
even owed, and uses quotas to evaluate
employees. It is behavior that is not
only unacceptable, but reprehensible.

Madam President, the IRS reform
bill begins to address the kind of prob-
lems that were uncovered by the Fi-
nance Committee’s hearings. For ex-
ample, it shifts the burden of proof in
tax disputes from the taxpayer to the
IRS, and increases penalties for IRS
violations of taxpayer rights. It pro-
vides relief for innocent spouses from
tax liabilities incurred by individuals
from whom they have been divorced,
legally separated, or living apart for at
least 12 months. It provides relief in
certain interest and penalty situations.
And it extends greater taxpayer protec-
tion in the audit process.

These are important changes, and
they deserve our support today. There
is no excuse for not reforming an agen-
cy that has too often abused innocent
taxpayers. The House passed the IRS
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reform bill on June 25 by the over-
whelming vote of 402 to 8, and my hope
is that it will pass by a similarly re-
sounding margin here. I predict that it
will.

But I also predict that even a good
IRS reform bill will not solve the myr-
iad problems that exist. Our nation’s
Tax Code, as currently written,
amounts to thousands of pages of con-
fusing, seemingly contradictory tax-
law provisions. We need to reform the
IRS, but unless that reform is followed
up with a more fundamental overhaul
of the Internal Revenue Code itself,
problems with collections and enforce-
ment are likely to persist. If the Tax
Code cannot be deciphered, it does not
matter what kind of personnel or pro-
cedural changes we make at the agen-
cy. Complexity invites different inter-
pretations of the tax laws from dif-
ferent people, and that is where most
of the problems at the IRS arise.

Replacing the Tax Code with a sim-
pler, fairer, flatter tax would facilitate
compliance by taxpayers, offer fewer
occasions for intrusive IRS investiga-
tions, and eliminate the need for spe-
cial interests to lobby for complicated
tax loopholes.

There are a variety of approaches to
fundamental reform that are pending
before Congress: a flat-rate income tax,
a national sales tax, and the Kemp
Commission’s simpler single-rate tax,
to name a few. Each has its passionate
advocates in Congress and around the
country, and any one of these options
would be preferable to the existing in-
come-tax system.

But the fact is, there has not yet
emerged sufficient public consensus in
favor of a sales tax over a flat tax or
some alternative. And it is likely to
take a public consensus, the likes of
which we have not seen in recent years,
to drive a tax-overhaul plan through
Congress and past the President. Real-
istically, it is probably going to take
several more years to develop the kind
of support that will be necessary to
pass tax reform into law.

Until then, we can continue to lay a
solid foundation for reform. We can
continue to cut taxes every year. Last
year, we cut taxes for families with
children, for young people trying to get
a college education, and for seniors
who were looking for relief from heavy
death taxes and taxes on capital gains.
Another modest increment of tax relief
is provided in the IRS reform bill
today. It will give senior citizens more
opportunities to participate in Roth
IRA plans. It will simplify the capital-
gains tax by eliminating the 18-month
holding period that was added to last
year’s bill at the last minute without
any debate.

Madam President, this legislation is
not an end in itself. It is a step—a step
in the direction of fundamental tax re-
form. Let us pass it and move on to the
next stage in addressing the American
people’s desire for tax relief and a sim-
pler, fairer Tax Code. Madam Presi-
dent, I suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DORGAN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
FAIRCLOTH). Without objection, it is so
ordered.

Mr. DORGAN. Mr. President, let me
begin by complimenting Senator ROTH
from Delaware. He is a serious,
thoughtful legislator who does some
awfully good work. There are times
when I disagree very strongly with
him; there are other times when I
agree with his proposals. I think he
does some excellent work in the Sen-
ate. I appreciate it.

The conference report that is before
the Senate contains some important
legislative accomplishments. Some of
the provisions in this conference report
are useful, necessary, long overdue, and
accomplishments that I very much sup-
port. I voted for this bill when we sent
it to conference, and now it comes back
from conference to the Senate as a con-
ference report for our consideration.

While this legislation has much to
commend it and addresses some very
important issues, it also, as is the case
with a number of conference reports,
attracted some lint, some dust, and
some other material as it was mas-
saged and manipulated in conference.

One little provision that is, in fact,
not so little, is Section 5001 of the bill.
Page 332 of the statement of the man-
agers explains this provision, and I
want to read it for the RECORD. On page
332 of the report, it says:

TITLE V. ADDITIONAL PROVISIONS

A. Elimination of 18–Month Holding Period
for Capital Gains.

And then it says:
House Bill
No provision.
Senate Amendment
No provision.

And it goes on to describe the ‘‘con-
ference agreement.’’

That means, with respect to this
issue, there was nothing in the House,
nothing in the Senate, no debate, no
discussion, no amendment, no vote.
And all of a sudden, from the legisla-
tive darkness, a proposal emerged from
the conference. It is like pulling a rab-
bit out of a hat, I guess. It is not sur-
prising to those of us who watch con-
ference committees. Senator BYRD was
telling me today that he calls the con-
ference committees ‘‘the Third House.’’
There is the House, the Senate, and
then there is a separate body called
‘‘Conference Committees.’’

This is an example of what can hap-
pen in conference committees, of what
can happen in that third body.

Let me describe what this proposal
is. This proposal expands favorable tax
treatment for capital gains—that is,
the lower tax rate for capital gains. It
does that by reducing the holding pe-
riod for eligibility for the lower capital
gains tax rate from 18 months to 12

months. To get the lower tax rate, you
only need to hold onto an investment
for 12 months under this provision,
rather than 18 months, as the law
stands now. This proposal costs about
$2 billion—$2 billion.

Who will it benefit? Here is a chart
that shows who it will benefit. Citizens
for Tax Justice put these figures to-
gether. In shortening the holding pe-
riod for capital gains from 18 months
to 12 months, 90 percent of the benefit
will go to taxpayers with incomes over
$100,000 a year; over three-fourths of
the benefit will go to taxpayers with
incomes over $200,000 a year.

I suppose those who talk about cap-
ital gains a lot will say, gee, this bene-
fits everybody. Yes, it is kind of the
cake and crumbs theory, with the cake
at this end of the chart and a few
crumbs down here. But the chart is
clear enough. The benefit, by far, will
inure to those whose incomes are very
large. And the reduction, therefore, of
the holding period from 18 months to 12
months is, in effect, a reduction in rev-
enue of $2 billion, the benefit of which
will go to the folks largely making
$100,000 a year or more.

As I indicated, that proposal was of-
fered to the conference committee at
the last minute, had never been consid-
ered by the House, had never been con-
sidered by the Senate, and was never
debated or voted upon by either body.

One would probably ask the question:
Well, if there is $2 billion that is avail-
able to be used for one thing or an-
other, how might it be used? Perhaps
reducing the Federal debt. That might
be one approach. The Presiding Officer
shakes his head vigorously at that. I
assume that a number of people would
think maybe using that to reduce the
Federal debt would be useful.

Others still might say, well, this was
done on about the same day, I believe,
or within a day or two of the decision
by the other body in this Congress—the
House of Representatives —that they
can’t afford any longer to provide low-
income energy assistance for home
heating for poor people who live in cold
climates. In the view of some members
of the House majority, there is not
enough money for that, so we will get
rid of that.

Or there is not enough money really
to fully fund summer jobs for disadvan-
taged youth. So, what we will do is, we
will just cut back on that.

However, there are $2 billion avail-
able here, there is plenty of money for
this—without debate, and without a
separate vote in either the House or
the Senate. But there is not enough
money for some of those other prior-
ities—priorities, for example, which I
have come to the floor to talk about, of
the needed investment in Indian
schools.

Indian schools—those are schools
that are our responsibility, under the
federal trust responsibility. I have
talked about the condition of those
schools and the repairs and investment
that those schools need. I have talked
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about going into schools where the
stench of sewer gas comes up into the
classroom and requires children to be
escorted out of the classrooms. I talked
about schools I visited with 160 people
sharing 1 water fountain and 2 bath-
rooms. It appears we don’t have enough
money to be helpful there. But some-
one found $2 billion all on its lonesome
in the legislative darkness to be stuck
into a piece of legislation, without de-
bate in the House or the Senate, in a
manner that will benefit a very few—
benefit, in fact, those who probably
need it least.

So, what do we do about that? The
conference report comes to the Senate
and we are told: There is nothing you
can do about that; that is the way it is.
It is true you didn’t have a chance to
debate or discuss or vote on it. That is
life. That is the way the system works.

The problem is, there is a rule in the
Senate called rule XXVIII, paragraph 2.
I want to read the rule. This part of the
Standing Rules of the Senate states
that ‘‘conferees shall not insert in
their report matter not committed to
them by either House.’’

Let me read that again: ‘‘Con-
ferees’’—talking about the conference
committee and the conferees on the
committee—‘‘shall not insert in their
report matter not committed to them
by either House.’’ That means if some-
thing isn’t either in the House bill or
the Senate bill, it is not an item that
can be considered by the conference.
That is the standing rule of the Senate,
rule XXVIII, paragraph 2.

So how does this provision get here?
How do we, in the legislative crevices
of conference committees, as they fin-
ish their work and as the world isn’t
watching quite so closely, discover
that $2 billion can be spent just like
that when a Senate rule says ‘‘con-
ferees shall not insert in their report
matter not committed to them by ei-
ther House″?

Mr. President, I think the Senate
will be advantaged, and I believe the
other body will be advantaged, by a
process that does not bring to us a
piece of legislation dealing with the re-
structuring of the Internal Revenue
Service that contains revenue provi-
sions of this type.

I don’t have a problem with someone
coming to the floor of the Senate and
saying let’s debate changing the cap-
ital gains provisions of the current Tax
Code, let’s debate changing the holding
period, let’s debate changing the rate;
that is not a problem. I think it is per-
fectly appropriate that we have that
debate. But I think it is inappropriate
that the debate be prevented, as is now
the case, when they stick in, during a
conference, a provision that was nei-
ther in the House bill nor in the Senate
bill—literally in the last few minutes
of the conference—and there it sits as a
$2 billion revenue item that a good
number of other Members of the Senate
might have used much differently—as I
indicated, perhaps to reduce the Fed-
eral debt, or perhaps to restore money

for low-income energy assistance for
the poor, or for a number of other
things.

But this practice now exists that pro-
vides a way to avoid all the unpleas-
antness of debating these things on
their own. So we now are in a situation
where the conference report, which is a
piece of legislation that has a great
deal of merit and much to be com-
mended, contains a provision to reduce
the holding period for capital gains
from 18 months to 12 months, which
will provide $2 billion of tax reduc-
tions, 90 percent of which will accrue
to those with over $100,000 in income,
with no debate and no vote. In my
judgment, that is not the best of what
the Senate ought to be offering the
American people.

POINT OF ORDER

So, Mr. President, with that in mind,
I will make a point of order, and let me
state the point of order. Section 5001 of
the conference report contains matter
that was not in either the House bill
nor the Senate bill. Rule XXVIII, para-
graph 2 of the Standing Rules of the
Senate states that ‘‘conferees shall not
insert in their report matter not com-
mitted to them by either House.’’ Pur-
suant to rule XXVIII, I make a point of
order against section 5001 of the con-
ference report.

Mr. President, before I formally
make that point of order, let me say
that those who will respond to the
point of order saying, ‘‘Oh, gosh, this
will kill the bill,’’ are wrong. This will
not kill the bill. We have waited on
this bill month after month after
month after month. It is a good bill,
and it has a lot to commend it. All
stripping out the $2 billion item that
was added in the legislative darkness
at the end of this conference would do
would be to require the conference to
reconvene, take that portion out, and
ship it back to the House and Senate.
You might say the House is not in
today, and that is correct. So it might
take a couple of days. But this would
not kill the bill. Those who will argue
that it will kill the bill will argue
something that is specious.

Let us decide as a Senate that this is
not the way to do serious tax policy.
This bill is too good for this provision.
This is a set of circumstances where
the chairman of the committee brings
a bill to the floor, which causes me to
commend him for the work he has
done. I did that at the start of my dis-
cussion. But it is a bill that contains a
provision that should never have been
part of this bill.

I recognize that the chairman of the
committee and the ranking member
were not the authors. At least from
press reports I believe they were not
the authors of this legislation added in
conference. I fully understand that
some things are not necessarily within
their control, as conferences work.

But I still feel strongly that this pro-
vision should not remain in the bill
and, for that reason, Mr. President, I
make the point of order under rule
XXVIII of the Standing Rules.

The PRESIDING OFFICER. The
Chair is constrained by the precedent
of October 3, 1996, not to sustain the
point of order.

Mr. DORGAN. In that event, I appeal
the ruling of the Chair and ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. ROTH. Mr. President, I do not

wish to unnecessarily prolong the de-
bate, but I would like to remind the
Senate of the process by which the 18-
month holding period became law. The
18-month holding period arose from the
final negotiations between the congres-
sional leadership and the administra-
tion on the conference agreement to
the Taxpayer Relief Act of 1997. The 18-
month holding period was not in either
the House or the Senate bill. No House
or Senate Member proposed this addi-
tional holding period. No hearing was
held on its tax policy or compliance
implications.

Therefore, from the standpoint of
process, today, we are reversing what
was done about 1 year ago. In this con-
ference agreement, we are eliminating
a provision that was added in con-
ference, a provision that was itself not
contained in any House or Senate bill
before its enactment.

Mr. President, the most important
factor to consider is this. If the point
of order succeeds, the IRS conference
report falls. All of the meritorious pro-
visions that Members have addressed
will also fall. One of the best chances
to reform the IRS in over 40 years
could well be lost if the appeal of the
Chair’s ruling succeeds. No one can
guarantee what would happen if the
distinguished Senator from North Da-
kota would prevail. Therefore, Mr.
President, I move to table the motion
made by the Senator from North Da-
kota, and I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

clerk will call the——
Mr. DORGAN addressed the Chair.
Mr. ROTH. Regular order.
The PRESIDING OFFICER. The mo-

tion to table is not debatable.
Mr. DORGAN. Mr. President, I sug-

gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. MOYNIHAN. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

UNANIMOUS CONSENT AGREEMENT

Mr. MOYNIHAN. Mr. President, I ask
unanimous consent that the Senator
from North Dakota be allowed to speak
for 3 minutes in response to the re-
marks by our chairman, the Senator
from Delaware, and that the chairman,
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in turn, have 3 minutes, and that these
two 3-minute speeches be the only com-
ments made before we proceed to a
vote on the motion to sustain the rul-
ing.

Mr. WELLSTONE. Mr. President, re-
serving the right to object.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President, I
had come down to join the Senator
from North Dakota. I will not take
more than a few minutes, but I wanted
to speak on this. I don’t mean to com-
plicate matters, but I came down to
speak on this question.

Mr. ROTH. I must object, Mr. Presi-
dent.

Mr. MOYNIHAN. Mr. President, I
have to say to my friend from Min-
nesota that we entered into a very spe-
cial arrangement to have the two com-
ments and no more. And the chairman
feels that if there were to be one more
allowed that it would extend indefi-
nitely. And the agreement having been
reached, I feel that we will not be able
to.

Mr. WELLSTONE. Mr. President, I
regret objecting then, because I don’t
quite understand why it would be that
we wouldn’t want to have a discussion,
I think, on the issue that my colleague
raised, and as a Senator I certainly
want to speak on it.

Mr. DORGAN. Mr. President, if I
might respond.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. DORGAN. I didn’t know of any
intention of delaying this. I don’t
think it would be a problem giving a
couple of minutes to the Senator from
Minnesota. I know he spoke earlier on
the floor on the subject. As far as I am
concerned, we are almost ready for a
vote, except that the tabling motion
came almost immediately. My appeal
of the ruling of the Chair is a debatable
motion, and the Senator from Dela-
ware moved almost immediately to
table, which prevented this from being
a significant debate. That is the Sen-
ator s right, and I made my comments.
But I wanted to respond briefly to the
comments the Senator from Delaware
made. I mean it seems to me that it
wouldn’t be a problem if I am allowed
to speak for 3 minutes and the Senator
from Delaware and the Senator from
Minnesota for a couple of minutes, and
we can have a vote. It seems to me to
be quicker to get it done that way.

Mr. MOYNIHAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New York.
Mr. MOYNIHAN. I amend my unani-

mous consent request to have 2 min-
utes for the Senator from North Da-
kota, two 2 minutes for the Senator
from Minnesota, and no other speakers
other than the chairman.

Mr. WELLSTONE. Mr. President, if
the Senator will yield for just a
minute, the Senator from North Da-
kota can have the 4 minutes, and we
will go forward. I did speak earlier.
People will be accountable on the vote.

The discussion is taking place. We can
come back to it if we need to come
back to it. My colleague has been tak-
ing the leadership on this. Just go
ahead.

Mr. DORGAN. Mr. President, let me
go ahead, and if that consent is agreed
to——

The PRESIDING OFFICER. Is there
objection?

Mr. ROTH. Point of order.
Mr. MOYNIHAN. The Senator from

North Dakota has 4 minutes, the Sen-
ator from Delaware has 4 minutes, and
no other.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
Mr. DORGAN. Mr. President, we are

never going to be accused of legislative
speeding around here. It is fascinating
to me that this bill has been kicking
around for what, 10 months or so? And
all of a sudden in the last couple of
minutes we are dealing with $1 billion
a minute, if I get 2 minutes. If I get $1
billion a minute, and he gets $1 billion
a minute, it is a $2 billion tax break
provided in the closing minutes of a
conference report. Gosh. Month after
month after month has gone by. Then
all of sudden we have to get to the
intersection in a nanosecond.

That is fine. Some days I might have
objected, but I am in such an awfully
good mood today that I am persuaded
to speak for 2 or 3 minutes and then sit
down.

First point: It is not going to kill the
bill if we dump a $2 billion provision
stuck in the middle of this piece of leg-
islation by folks that didn’t want a de-
bate on it, didn’t want votes in the
House or the Senate on it. Getting rid
of that provision won’t kill the bill. Do
not be fooled by that. Nobody is talk-
ing about killing this bill. We are just
talking about taking a sow’s ear out of
this bill. You know the old saying in
my area, which is farm country, ‘‘You
can’t make a silk purse out of a sow’s
ear.’’ There is nothing in this provision
that you can make a silk purse out of,
I guarantee you.

This was not done in the regular way.
The chairman indicated the 18-month
holding period came not from the
House or Senate. It came as part of a
deal made by the White House and leg-
islative leaders. That is true. That was
a deal. It was a deal with respect to
changing tax policy, and there was a
lot of negotiation going on back and
forth.

That was a tax bill. That was a big
tax bill. This is an IRS restructuring
bill. All of a sudden, you have sub-
stantive changes in tax policy with no
debate. That is the point I am making.

Finally, it makes sense, in my judg-
ment, to move in the direction of in-
centives for long-term holdings, not
short-term holdings. That is precisely
what the 18-month-rule did. It says
there is a benefit to holding invest-
ments for the long term. Those who
think in the longer term invest in the
longer term. That is precisely what
builds this country.

But today we hear people say let’s go
back to the shorter term, let’s think
short-term, and let’s provide big tax
breaks to upper-income people who
think that way. Those that have a cou-
ple hundred thousand dollars a year or
more, if they will just think in the
shorter term they get a big tax break.

You talk about marching in the
wrong direction. Get some drums and
bugles here and just quicken the ca-
dence. This doesn’t make any sense at
all.

The reason I appeal the ruling of the
Chair is we never had a chance to de-
bate this.

And I might add that the point of
order that I raised would have been
sustained prior to October 3, 1996, be-
cause for decades, going back to the
1930s, the rule that I cited had force.
‘‘Conferees shall not insert in their re-
port matter not committed to them by
another House.’’ That rule of the Sen-
ate would have persuaded the Presiding
Officer to rule in my favor.

But on October 3, 1996, the Senate did
something, in my judgment, that was
very ill-advised. It overturned a ruling
by the Chair, and we forever changed
this rule until the Senate votes to
change it back. This would be a good
opportunity to do that, because this is
precisely the kind of mischief—$2 bil-
lion worth of mischief—that occurs in
a conference committee with an item
that was never in the House bill, never
in the Senate bill, never debated, and
never voted on. But here we find it
folded neatly between the covers of
this bill, which was supposed to have
dealt with IRS restructuring.

You got $2 billion you want to use for
something. I say to Members of the
Senate, you got $2 billion you want to
use for something. What is your prior-
ity? What is your priority? To search
out those with $200,000 or more in in-
come and say, ‘‘You know what you
need. You need a tax cut, and that is
the priority of the U.S. Senate. It is
the priority of the U.S. House.’’ Boy. I
don’t think that would match the pri-
ority most people would want to expose
in the middle of the day here in the
Senate in a debate.

So that is the reason I have asked for
this vote.

Once again, I appreciate the Senator
from Delaware and the work he has
done. Much of what is in this piece of
legislation I commend. It has great
merit, but this provision should never
have been stuck in that bill. I think ev-
erybody in the Senate knows it.

If we will vote to overturn the ruling
of the Chair, we will solve this problem
without killing the bill.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. ROTH. Parliamentary inquiry:
How much time does the Senator from
North Dakota have left?

The PRESIDING OFFICER. He con-
sumed all of his time.

Mr. ROTH. Mr. President, let me em-
phasize what I said earlier, that if his
appeal should be sustained, there is no
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question but what it kills the con-
ference report. That is a matter of
great seriousness. For no one can guar-
antee, if we go back to the conference
table, what will come out of that nego-
tiation. I can assure my friends on both
sides of the aisle that I objected and
fought many other provisions, some of
which I think they would feel just as
strongly about, if not more strongly.

Mr. MOYNIHAN. Will the Senator
yield for a question?

Mr. ROTH. Yes.
Mr. MOYNIHAN. Is it not the case

that once a House passes a conference
report the conference committee is dis-
solved?

Mr. ROTH. That is correct.
Mr. MOYNIHAN. So it no longer ex-

ists. So we would have to create a new
one.

Mr. ROTH. We would have to create a
new one. The distinguished Senator is
absolutely correct.

The other point I want to make, Mr.
President, is that the 18-month holding
period resulted from exactly the same
process to which the distinguished Sen-
ator from North Dakota is objecting.
But I recall no one from that side of
the aisle objecting to the 18 months on
the same grounds that it is objecting
to the reduction of 12 months.

So, again, what I am saying is that
we are correcting something that was
done a year ago. And for that reason, I
must urge that——

Mr. DORGAN. Will the Senator yield
for a question?

Mr. ROTH. I will not yield for any
more time. I think we have had the 4
minutes.

I yield the remainder of my time and
call for the regular order.

The PRESIDING OFFICER. The
question is on the motion of the Sen-
ator from Delaware to lay on the table
the appeal of the ruling of the Chair by
the Senator from North Dakota.

On this question, the yeas and nays
have been ordered, and the clerk will
call the roll.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
Mr. NICKLES. I announce that the

Senator from Texas (Mrs. HUTCHISON)
and the Senator from Arizona (Mr.
KYL) are necessarily absent.

The result was announced—yeas 76,
nays 22, as follows:

[Rollcall Vote No. 186 Leg.]

YEAS—76

Abraham
Akaka
Allard
Ashcroft
Baucus
Bennett
Biden
Bond
Boxer
Breaux
Brownback
Bryan
Burns
Campbell
Chafee
Coats
Cochran
Collins

Coverdell
Craig
D’Amato
DeWine
Dodd
Domenici
Enzi
Faircloth
Feinstein
Ford
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hagel
Hatch

Helms
Hutchinson
Inhofe
Inouye
Jeffords
Kempthorne
Kerrey
Kerry
Kohl
Landrieu
Lautenberg
Leahy
Lieberman
Lott
Lugar
Mack
McCain
McConnell

Moseley-Braun
Moynihan
Murkowski
Nickles
Reid
Robb
Roberts
Roth

Santorum
Sessions
Shelby
Smith (NH)
Smith (OR)
Snowe
Specter
Stevens

Thomas
Thompson
Thurmond
Torricelli
Warner
Wyden

NAYS—22

Bingaman
Bumpers
Byrd
Cleland
Conrad
Daschle
Dorgan
Durbin

Feingold
Glenn
Graham
Harkin
Hollings
Johnson
Kennedy
Levin

Mikulski
Murray
Reed
Rockefeller
Sarbanes
Wellstone

NOT VOTING—2

Hutchison Kyl

The motion was agreed to.
The PRESIDING OFFICER. The deci-

sion of the Chair stands.
Mr. ROTH. Mr. President, I move to

reconsider the vote by which the mo-
tion was agreed to.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. Is there
further debate on the conference re-
port?

Mr. BOND addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Missouri.
Mr. BOND. Mr. President, I rise to

commend the chairman and ranking
member for the excellent job that has
been done on the Internal Revenue
Service Restructuring and Reform Act.
The conferees have taken very good
ideas and have made the strongest pos-
sible bill.

Mr. MOYNIHAN. Mr. President, the
Senator deserves to be heard. May we
have order?

The PRESIDING OFFICER. If any-
body wishes to speak, they may after
the Senator from Missouri, but at the
present time, he is speaking.

Mr. BOND. I thank the Chair. Mr.
President, I have a loud voice, but not
that loud, and I appreciate the chance
to share my thoughts with my col-
leagues.

As I was saying, this measure is very
important for the citizens of this coun-
try, all across the Nation. We have not
only seen and heard of the abuses that
were brought out before the Finance
Committee, but I think each one of us
in our home States has heard the con-
cerns expressed. This is the time now
for us to move forward, for the Senate
to add its voice and pass this bill for
America’s taxpayers.

This is a historic opportunity to
make some far-reaching changes in the
operation of the Internal Revenue
Service to strengthen taxpayers’
rights. I believe the conferees have de-
livered, and it is now up to us to de-
liver. For too long, taxpayers have had
to put up with poor service from the
IRS, often to the tune of larger tax
bills because of interest and penalties
that accrue during the lengthy delays
caused by the IRS in settling the dis-
putes.

For my part, I have asked people
across Missouri for their suggestions

on how to fix the IRS and protect tax-
payers’ rights. And as chairman of the
Committee on Small Business, I have
also asked small businesses to give me
their ideas. We have had hundreds of
people who have taken the time and
made the effort to share their views
with us.

I introduced a measure, called Put-
ting Taxpayers First, in February. In
that measure, we proposed things that
are included in this conference report:

No. 1, a requirement that the IRS re-
structure its operations to serve spe-
cific groups of taxpayers with similar
needs, like individuals, small busi-
nesses, the self-employed, and corpora-
tions;

No. 2, greater due process protections
for taxpayers to guard against unrea-
sonable seizures by the IRS;

No. 3, expansion of the current attor-
ney-client privilege of confidentiality
to cover accountants and other tax
practitioners who provide tax advice;

No. 4, reform of the penalty and in-
terest rules so they do not stand in the
way of taxpayers who try to settle
their accounts and get on with their
lives;

No. 5, clarification that a taxpayer
may recover attorney’s fees and costs
when the IRS discloses information
about the taxpayer without permission
and when an IRS employee improperly
browses a taxpayer’s records.

In addition, I am delighted to see: A
requirement that the IRS establish an
independent appeals process for tax-
payers; a prohibition against the IRS
contacting third parties, such as a
business’s customers or suppliers, with-
out notifying the taxpayer first; im-
provements to the offer-in-compromise
program; and prohibition on commu-
nications between an appeals officer
and the IRS auditor or collection agent
handling the case without permitting
the taxpayer to be present.

These are some of the abuses that we
can and we will deal with in this bill.

During the floor consideration in the
Senate, I worked with Senator
MOSELEY-BRAUN on an amendment
which would provide clear direction
that the IRS expansion of electronic
filing of tax and information returns
will be voluntary and not another Gov-
ernment mandate on the taxpayers of
America. I am sorry that the con-
ference agreement omitted this impor-
tant provision, but rest assured that we
will be keeping a careful eye on the
IRS to ensure that Americans use elec-
tronic filing because it is simple, con-
venient, and easy to do so, not because
they are forced to do so.

While our ultimate goal must be sim-
pler and less burdensome tax law, tax-
payers need help today when dealing
with the IRS. Like the bill introduced
earlier this year, the IRS Restructur-
ing and Reform Act provides that help
by putting America’s taxpayers first.

Mr. President, I appreciate the good
work and the effort that has gone into
this, the many people who have taken
a lead in sponsorship of this, and the
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work that has been done in the com-
mittees. I know that the big challenge
will lie ahead of us in the next couple
years to embark upon a full-fledged re-
form of the IRS Code. That is the next
step. But today we are taking the very
first step.

When I first argued for this bill, and
pointed out that common criminals
had more rights than taxpayers, my
colleague from Texas asked if we really
wanted to treat taxpayers like common
criminals. And the answer is, we cer-
tainly do not want to treat them
worse. This at least gives the American
taxpayers the rights that all citizens
should have in the United States. And
we believe that it will end abuses in
the IRS without curtailing the IRS’
ability—an important responsibility—
to collect the taxes that are owed.

I commend the measure, and I thank
the leaders on both sides. I hope that
we can adopt the measure and send it
to the President without further delay
or distraction.

I yield the floor and thank the Chair.
Mr. CRAIG addressed the Chair.
The PRESIDING OFFICER. The

Chair recognizes the distinguished Sen-
ator from Idaho.

Mr. CRAIG. Mr. President, I will be
brief, but I did want to recognize the
chairman of the Finance Committee
and the ranking member for the tre-
mendous work they have done on this
bill to reform the IRS. Many of my col-
leagues have come to the floor today to
speak about the reforms embodied in
H.R. 2676.

While the House moved very rapidly,
the Senate engaged in a more delibera-
tive process, appropriately, and re-
viewed in greater depth, in great de-
tail, the changes we believed would be
necessary. We did not want to make
symbolic changes in the IRS, but want-
ed to change the very culture, the very
thinking of the IRS, the way it func-
tions, the way it treats the taxpayers
of this country.

I have been in the Congress of the
United States now a few years. And not
by my vote, but by the collective vote
of past Congresses, we have seen the
Internal Revenue Code expand and ex-
pand and become more complicated.
And every time the government de-
cided it needed more money, it hired
more IRS agents. Control spending?
No. Demand a leaner, more efficient
bureaucracy? No. Review policies and
repeal or reform uneconomic ones? No.
Raise taxes and encourage the tax col-
lector to squeeze the taxpayer harder—
that was the way 40 years of liberal
Congresses claimed they were address-
ing the fiscal problems of our country.

So the IRS was an agency that Con-
gress created and allowed to grow. And
as the Tax Code became more com-
plicated, the agency became larger,
and by its very character it became a
much more complicated and demand-
ing agency.

Times have changed. I believe we are
able to bring about reform of the IRS
today for a variety of reasons, not just

because we discovered abuses, but also
because this Congress is committed to
downsizing, to right-sizing, Govern-
ment. For the first time, we are talk-
ing, not about budget deficits, but
about surpluses. For the first time, we
are succeeding in our efforts to create
a less intrusive IRS. In fact, we are
talking about tax reform, not in some
symbolic way, but fundamentally
changing the way we tax the American
people are asked to pay for the Govern-
ment services and programs for which
they ask. That is why we are able to be
here today in a bipartisan mode, to
talk about the changes that are em-
bodied in this very, very significant
document.

So, I honor my chairman and ranking
member here today, and my colleagues,
who have stood forthright on this
issue. When a citizen of our country, a
taxpayer, receives a letter from the
IRS, and it goes on the dinner table,
with the family fearful to open it be-
cause they do not know what is inside,
they are fearful there may be an audit
announced, or that somehow they
failed to comply with the code that is
so complicated that they and their tax
accountant, or even a tax attorney,
cannot understand it. It is wrong for
Americans to live in fear of their gov-
ernment like that. That bleak day is
ending. The Congress well ought to
have responded long ago to sense of
dread on the part of American families.
Some of us tried to. Because no Amer-
ican citizen, no taxpayer ought to fear
their Government.

Without question, taxpayers have
feared the IRS. Some of that will now
change as the reforms embodied in this
conference report are implemented and
become functional, and as they are car-
ried out in the regulation and enforce-
ment process.

Two hundred twenty-two years ago,
the American Revolution began, in
large part, over an oppressive tax sys-
tem. Today, for the first time in two
hundred years, the Congress is taking
significant power away from the tax
collector and giving it back to the tax-
payer. Today we reverse direction on a
two hundred-year trend. Today we keep
faith with the spirit that has been at
the core American values and tradi-
tions from the start. Today, the Con-
gress is taking long-overdue action to
restore some of the liberty that an in-
satiable government has spent years
eroding.

But the day of change is not over, nor
should it be. I, like others, believe we
should move now to significantly
change our country’s Internal Revenue
Code. The tax laws of our country
should not be used for social engineer-
ing, nor should they be designed in
such a way to tempt and enable legisla-
tors and bureaucrats to manipulate so-
cial policy in this country, to decide
for the taxpayers what is good for
them, and to use the tax code and the
IRS to force them to behave accord-
ingly. That impulse for social engineer-
ing, directed from a Washington, DC,

that thought it was all-knowing, is
what grew the tax code and gave the
IRS its power. Decades of tax-and-
spend Congress empowered and encour-
aged the tax collector to step outside
the due process Americans expect in
every other encounter with their gov-
ernment, and went about structuring
social policy through tax law; and they
gained power and they gained control.

Today, we make a first step. This re-
form bill is an important symbol, but
it is more than symbolic. It is the first
installment on our commitment to do
more. I believe if we restructure the
tax code by reforming it in a signifi-
cant way, by simplifying it and restor-
ing a sense of freedom and fairness, we
can come back to the very agency we
are changing today and restructure it
once again, because: As goes the code,
so goes the character of the tax collec-
tor.

So once again, I stand, like many of
my colleagues do today, ready to vote
for this conference report as a major
first step in doing what the American
taxpayer has said needs to be done for
a long while and maybe lessening the
fear that the taxpayer has of their Gov-
ernment and of the IRS just a little
bit.

I hope that we will return next year—
in the very next year—not only to re-
view the work we have done here but to
reform the tax code in a more signifi-
cant way and once again improve the
tax collecting agency of our country,
the Internal Revenue Service.

I yield the floor.
Mrs. MURRAY. Mr. President, I am

so pleased we are finally acting to send
this bill to the President. This impor-
tant legislation has been delayed long
enough. It has been over a year since
the Kerrey/Portman IRS Reform Com-
mission reported their findings to Con-
gress and the American people. The
Commission’s report was extremely
clear. The IRS had become a monster
agency feared by law abiding citizens.
It acted with total disregard for the
rights of American taxpayers and ruled
not through law or practice, but fear
and fear alone.

I urge swift Senate action on the con-
ference report to accompany H.R. 2676,
the IRS Restructuring and Reform Act.
The American people cannot afford any
further delay or political
grandstanding. The House passed their
bill on November 5, 1997 and we passed
a reform bill on May 7, 1998. We should
have been acting on a final conference
report months ago. Unfortunately, de-
spite the extensive analysis contained
in the Kerrey/Portman Commission’s
report, some in Congress chose to en-
gage in partisan politics using IRS
abuses as a mechanism for talking
about the evils of ‘‘big government.’’
The American taxpayer deserved bet-
ter.

The problems at the IRS are not
about ‘‘big government’’ but rather an
agency with a conflicting mission and
little guidance from Congress. In each
Congress, new and in some cases sweep-
ing changes in the tax code are enacted
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into law. The IRS must then swiftly
implement these complex and difficult
changes in the tax code. Excessive con-
tracting restrictions and little manage-
rial oversight results in an actions that
border on the extreme.

I am pleased to have supported his-
toric taxpayer Bill of Rights provisions
in the 1993 deficit reduction plan. But,
it became obvious from the Kerrey/
Portman Commission report that addi-
tional taxpayer protection reforms
were necessary. We could no longer
allow the agency to rule by fear. Amer-
ican taxpayers should not fear chal-
lenging any decision made by the IRS.
This should be the right of every Amer-
ican to challenge any decision by any
federal agency. If an individual feels
that the Social Security Administra-
tion erred in denying benefits, this in-
dividual can challenge this decision
without fear of retaliation. No one
should ever fear challenging the deci-
sion of any federal agency. But, sadly
this had become the case with the IRS.

Many taxpayers simply were con-
vinced that they had no choice but to
submit and pay the often times exces-
sive penalties and interest demanded
by the agency. There simply was no as-
sumption of innocence.

Taxpayers need this bill. This is not
about those who do not honor their fi-
nancial responsibilities. It is about pro-
tecting those that voluntarily pay
their fair share. It is also about provid-
ing guidance to the agency responsible
for implementing the laws that we
pass. It is about leveling the playing
field to ensure that taxpayers have the
same rights and protections when deal-
ing with the IRS.

The conference report adopts many
of the provisions included in S. 1096,
the original Kerrey/Grassley IRS re-
form bill which I cosponsored shortly
after it was introduced. These provi-
sions are essential if we truly hope to
reform the IRS. The legislation will
shift the burden of proof in many of the
cases in U.S. Tax Court from the tax-
payer to the IRS. Under current law, it
is the responsibility of the taxpayer to
disprove any charges brought by the
IRS. This is counter to criminal law
and makes it difficult for a taxpayer to
disprove charges brought by an agency
without almost unlimited resources.
The legislation also mitigates interest
charges and penalties for some tax
cases. No longer with the interest
charges and penalties significantly
amount to more than that total taxes
owned the IRS.

The conference report also includes
new restrictions on the ability of the
IRS to seize property. Too many times
overzealous actions by the IRS resulted
in the seizure of a business or the home
devastating working families and leav-
ing no means to repay taxes owed.
What is even more outrageous is I have
heard of cases where decisions to seize
property were later overturned. The
seizure of one’s economic security can-
not be part of a normal enforcement
strategy for the IRS. It must be an ex-

treme and final solution, not simply a
compliance mechanism.

I am also pleased that the final
agreement maintains an independent
board to oversee actions within the
agency. I have heard from many IRS
employees about internal problems
that create major obstacles to reform.
An independent board drawing from
the private and public sectors will pro-
vide some real strategic planning as-
sistance for the Commissioner. It also
ensures effective citizen oversight.

The IRS needs to put the idea of serv-
ice back into the Internal Revenue
Service. Its mission must be to serve
the public and provide a cooperative
environment for those voluntarily
complying with their financial obliga-
tion.

The legislation will make a dif-
ference. No longer will a convicted
criminal have more rights and protec-
tions than an honest taxpayer chal-
lenging the IRS. We should have acted
many months ago. Every day the Re-
publicans delayed this bill in the Sen-
ate resulted in more taxpayer abuses.
More fear and more abuse. Today’s ac-
tions will make sure this all stops.

Currently, honest taxpayers and
business pay an average of $1,600 per
person for those who do not meet their
financial obligations. An estimated
$120 billion a year goes uncollected by
the IRS. We should be doing more to
encourage more Americans to come
forward and meet their obligations.
But, so many taxpayers have simply
given up. There is wide-spread belief
that you cannot find fairness or respect
at the IRS.

We need to give the IRS the tools and
the guidance to bring respect back to
the IRS. If we want American tax-
payers to respect their government we
must ensure that they are treated with
respect and dignity. The legislation we
are not considering meets this test.

I urge my colleagues to join with me
in supporting effective and comprehen-
sive IRS reform and restructuring.

Mr. LEAHY. Mr. President, I am
gratified that the Senate finally has
before it today the final language of
The Internal Revenue Service (IRS)
Restructuring and Reform Act. I con-
tinue to support this bill, which has
been making its way through the Con-
gress for many months and which is
long overdue. I commend Chairman
ROTH and Senator MOYNIHAN for their
conscientious work on this legislation.
I also commend Senator GRASSLEY and
Senator KERREY for introducing the
original IRS reform bill, of which I am
a cosponsor.

I have heard from many Vermonters
who support the reining in of the IRS.
They want the IRS to be more respon-
sive to their questions and more re-
spectful of their rights, and that is ex-
actly what they deserve from their
government. I will be pleased to return
home and tell Vermonters that the
Senate has acted in their interests and
passed legislation that will make the
IRS more responsive to the average

taxpayer and that gives the average
taxpayer more rights when dealing
with the IRS.

This bipartisan legislation will bring
many significant reforms into reality,
including:

Burden of Proof. The burden of proof
is on the IRS in all court cases for tax
years beginning after the date of enact-
ment of this bill.

Innocent Spouse Relief. Innocent
spouses and former spouses will no
longer be held responsible for tax li-
abilities incurred by the other spouse.

Interest and Penalties. If the IRS
fails to notify the taxpayer of a delin-
quency within 18 months, the taxpayer
will not be held responsible for pen-
alties and interest accrued during that
time.

IRS Accountability. IRS employees
will be held more accountable for their
actions and advancement will be based
on a system of merit.

Low-Income Taxpayer Clinics. $6 mil-
lion will be provided in matching
grants to establish taxpayer clinics to
provide tax assistance to low-income
taxpayers.

Oversight Board. A nine-member IRS
Oversight Board will be established.
This board will consist of the Secretary
of the Treasury, the Commissioner of
the IRS, a representative of IRS em-
ployees or a full-time Federal em-
ployee, and six members from the pri-
vate sector.

Collections. This bill establishes for-
mal procedures to ensure due process
for any liens or levies placed on a tax-
payer.

Confidential Communications. Privi-
leged communications will be expanded
to include tax advice between an ac-
countant or tax advisor and a tax-
payer.

I am also pleased that two amend-
ments offered by Senator ASHCROFT
and myself have been retained in the
final conference report. One amend-
ment, based on our bill, the Taxpayer
Internet Assistance Act of 1998, re-
quires the IRS to provide taxpayers
with speedy access to tax forms, publi-
cations and other published guidance
via the Internet. This legislation pro-
vides for online posting of documents
created during the most recent five
years.

The second amendment requires the
IRS to treat an electronically authen-
ticated document the same as a paper
document. This is required as more and
more people file their returns online
and use electronic signatures. This bill
will ensure that people who use an
electronic signature will have no less
or no greater status in the tax context
than those using a physical signature.
By retaining these two amendments,
the Senate is recognizing the impor-
tance of the Internet and its potential
to give taxpayers greater access to in-
formation and service.

In addition, Senator RUSS FEINGOLD
and I introduced the Equal Access to
Justice for Taxpayers Act of 1998, S.
1612. Under current law, many tax-
payers are unable to recover their legal
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fees and other costs when the IRS
takes unjust actions against them. Our
bill would modify the Equal Access to
Justice Act to give taxpayers the same
rights as other citizens to fight unjust
governmental action. Provisions simi-
lar to the Equal Access to Justice for
Taxpayers Act were included in the
IRS Restructuring and Reform Act.

The bipartisan bill before us will in-
stitute a wide range of constructive
and sensible steps to reshape the IRS
and to improve the way it deals with
the American taxpayers they are in-
tended to serve.

Ms. SNOWE. Mr. President, I rise
today in support of the conference re-
port to H.R. 2676, the IRS Restructur-
ing and Reform Act.

Mr. President, the people of this na-
tion have watched as Congress has fi-
nally taken serious strides toward the
reform of our federal tax collection
arm—the Internal Revenue Service.
They have watched and they have wait-
ed because they know that meaningful
changes in the way in which we collect
income taxes in this country is sorely
needed and long overdue.

Well, today we have an opportunity
to send to the President a reform pack-
age that is not only meaningful, but
one that will strike at the heart of
some of the most serious abuses exem-
plified by some of the real-life horror
stories we’ve all heard over the past
few months.

Indeed, the Senate Finance Commit-
tee in their hearings during the past
year uncovered an agency that, in
many instances, simply ran roughshod
over taxpayers rights and the IRS’ very
own rules.

Agents misused files, violated pri-
vacy, made arbitrary decisions con-
cerning the payment of delinquent
taxes, demoted those who sought to re-
port improper tactics. They were eval-
uated on statistics based on seizures of
personal property and finances; they
lied and misled the public. In short, the
high level of trust that must exist
when people’s privacy, dignity, and
very livelihood are at stake had dis-
integrated into a quagmire of duplicity
and dishonesty.

Now, that’s not to say that everyone
at the IRS engages in such dubious
practices. I have no doubt that the ma-
jority of Americans who work for the
IRS are attempting to do an often un-
pleasant and thankless job with integ-
rity and the best interests of the tax-
payers at heart.

Unfortunately, as is always the case,
it is the transgressions of the few that
foster the decay of the whole. In fact,
I’m sure that the majority of the hon-
est, hardworking people of the IRS
would welcome a cleanup of the system
just as much as any American tax-
payer.

This conference report provides such
relief from the practices of the past
and is a giant step forward in rebuild-
ing the trust that has slowly but stead-
ily been eroded over the years. It pro-
vides $12.9 billion over the next 10

years for reforms, which will include
an oversight board to keep careful
watch over the management and ad-
ministration of the IRS. It shifts the
burden of proof from the taxpayer to
the IRS, where it belongs. It provides
relief for divorced or separated spouses
who unwittingly become embroiled in
the tax liabilities of their estranged
husbands or wives. It requires the IRS
to report annually to Congress regard-
ing employee misconduct. In short, it
helps put government back in the
hands of those it is supposed to serve.

We still have a long way to go in
terms of simplifying our tax system—
something we must do if we are to fol-
low through on our promise to not only
reduce the burdens of our archaic tax
structure but to reduce instances of
abuse. So, even with the passage of this
legislation, our work will be far from
done. But this bill will create a more
level playing field between the IRS and
taxpayers, and it will make the IRS
more accountable to the American tax-
payer. As I said when I spoke on this
issue in May, the issue comes down to
trust. The people of this nation must
be able to trust that their government
will be fair, will be discreet, will be re-
sponsive. Taxpayers should not fear the
very institutions that are supposed to
be serving them.

The House put their overwhelming
stamp of approval on their version of
the legislation with a 426 to 4 vote, and
passed the conference report 402–8. In
the Senate, there was not one vote
against the measure when we last con-
sidered it. It’s now time that we send
this bill to the President with the mes-
sage that it has strong, bipartisan
backing in Congress and the over-
whelming support of the American peo-
ple. I hope my colleagues will join me
in voting for this Reform Act and put-
ting ‘‘service’’ back into the IRS.

TECHNICAL CORRECTIONS TO TEA–21

Mr. DOMENICI. Mr. President, Sub-
title A of title IX of the conference re-
port on H.R. 2676, the IRS Restructur-
ing and Reform Act, contains a number
of technical corrections to the Trans-
portation Equity Act for the Twenty-
first Century (TEA–21). This subtitle is
essentially identical to H.R. 3978,
which passed the House by voice vote
but has been held up in the Senate due
to objections chiefly over provisions
concerning Veterans smoking benefits.

Mr. President, I want to focus my re-
marks on the technical corrections to
title VIII of TEA–21. This title of the
transportation bill did two things.
First, it provided roughly $17.5 billion
in offsets to pay for the cost of the ad-
ditional highway and transit spending
in TEA–21. With respect to the offsets
in TEA–21, the technical corrections in
this conference report make a number
of changes in the Veterans provisions
which will provide a net $959 million
increase in Veterans spending as a re-
sult of correcting a drafting errors in
TEA–21.

This technical corrections bill modi-
fies provisions in TEA–21 that inad-

vertently labeled smoking an act of
willful misconduct on the part of the
veteran. Further, this bill reverses pro-
visions included in TEA–21 that ex-
tended the change in compensation law
to include those people who are cur-
rently serving in the military or have
recently left the service but are still
within certain statutory presumptive
periods where any illness is presumed
to be service connected. The technical
correction also clarifies that the grand-
father clause will include those veter-
ans who have filed a claim before the
enactment date, not only those with
adjudicated claims upon enactment.
Finally, the corrections bill adds a new
section which extends the GI bill reim-
bursement increase to a veteran’s sur-
vivor and dependents. This rate in-
crease was intended to be included in
the original bill but was inadvertently
left out.

Second, TEA–21 established a rather
elaborate regimen under our budget
laws to ensure a minimum amount of
discretionary funding would be set
aside for highway and transit pro-
grams. The conference report on TEA–
21 did not include an explanation of the
budget process changes in title VIII
and I did not have a chance to discuss
these changes in detail when we consid-
ered the conference report on TEA–21.
TEA–21’S HIGHWAY AND TRANSIT ‘‘FIREWALLS’’
The Balanced Budget Act of 1997 ex-

tended through 2002 the spending lim-
its, or caps, on spending provided in
the annual appropriations process,
what we call ‘‘discretionary’’ spending.
The Balanced Budget Act also provided
separate limits on defense, nondefense,
and violent crime discretionary spend-
ing, which are frequently referred to as
‘‘firewalls’’. These separate spending
limits, or firewalls, effectively seg-
regate a specified amount of spending
for defense and violent crime reduc-
tion.

Highways and transit spending are
considered nondefense discretionary
spending and must compete with other
programs under the nondefense discre-
tionary cap. While the Balanced Budg-
et Act made transportation spending a
priority, there was a strong desire to
provide a means to allow the taxes col-
lected by the Highway Trust Fund to
be made available for highway spend-
ing. The House-passed transportation
bill took highways off-budget. The Sen-
ate developed a mechanism in the
budget resolution to direct savings
from reductions in direct spending pro-
grams to the Appropriations Commit-
tees to pay for increased transpor-
tation spending.

Trying to find a mechanism to pro-
vide a guarantee for discretionary
spending for highways without break-
ing the budget proved to be one of the
more difficult tasks for the conferees
on the transportation bill. We ended up
with a complicated mechanism that
kept highways and transit funding sub-
ject to the appropriations process, the
budget process, and the discretionary
caps.
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Subtitle A of Title VIII of TEA–21

amended the Balanced Budget and
Emergency Deficit Control Act to es-
tablish new categories on highway and
transit spending at outlay levels for
certain programs in TEA–21. The Act
also made reductions to the nondefense
discretionary limits by an amount
equal to OMB’s estimate of base level
of funding for these programs.

These highway and transit categories
are very similar to the current defense
and violent crime categories in the
Balanced Budget and Emergency Defi-
cit Control Act with two notable excep-
tions. Unlike the defense or crime caps,
TEA–21 amended section 250(c) of the
Balanced Budget and Emergency Defi-
cit Control Act to add a special rule
that provides that any spending in ex-
cess of the highway and transit limits
be charged to the nondefense discre-
tionary or discretionary spending lim-
its.

Next, TEA–21 amended section
251(b)(1) of the Balanced Budget and
Emergency Deficit Control Act to pro-
vide for two adjustment to the highway
outlay limits and one adjustment for
the transit outlay limit.

One of our objectives in TEA–21 was
to ensure that highway revenues would
be spent. To meet this objective, the
first adjustment ensures the highway
outlay limit fluctuates with changes in
gasoline tax levels. The highway spend-
ing levels and the outlay limits estab-
lished by TEA–21 are based on the Con-
gressional Budget Office’s (CBO) Feb-
ruary 1998 estimates of tax revenues to
the highway trust fund. To the extent
actual revenue levels are different than
these 1998 estimated levels or the Of-
fice of Management and Budget’s
(OMB) updated estimates for the budg-
et year is different than these levels,
OMB is required to adjust highway ob-
ligation levels in TEA–21. Next, OMB is
required to calculate the outlay
changes that would result from the
change in the obligation levels and ad-
just the highway outlay limits by that
amount.

A second concern was raised that
purely technical changes in outlay es-
timates could cause the highway or
transit outlay limits to be exceeded.
The second adjustment TEA–21 added
to section 251(b)(1) of the Balanced
Budget and Emergency Deficit Control
Act was to provide adjustments to the
highway and transit outlay limits due
to purely technical estimating
changes. This was a challenge to draft
because it is difficult to distinguish be-
tween changes in outlays for technical
as compared to policy reasons. Under
this second adjustment, OMB is re-
quired to estimate the outlays that
would result from TEA–21 in its final
sequester report this fall. Each year, as
part of the President’s budget submis-
sion, OMB is required to update its es-
timate of the outlays resulting from
TEA–21 and adjust the outlay limits by
any change in outlays due to technical
re-estimates.

On this technical adjustment for out-
lays, our intent is that OMB only ad-

just the outlay limits because of purely
technical estimating changes. To the
extent Congress makes changes in the
appropriations process or takes other
actions in legislation that effect the
level of outlays for highways or tran-
sit, the resulting change in outlays
should be absorbed by the respective
limits and OMB should make no adjust-
ments to those limits.

Mr. President, section 251(b)(1)(D)(ii)
is vague with respect to how OMB is to
adjust the estimate it is required to
make pursuant to clause (i) in this
fall’s final sequester report of the out-
lays resulting from TEA–21. Our intent
is that OMB adjust this estimate of
outlays by the adjustments it will
make to the outlay limits pursuant to
subparagraphs (B) (to align spending
with revenues) and (C) (adjustments for
technical outlay re-estimates).

Mr. President, the highway and tran-
sit firewalls we established in TEA–21
was a compromise with the House and
the Administration. I would have pre-
ferred a much simpler and much less
rigid approach. I am particularly con-
cerned, and share the concerns of the
distinguished Chairman of the Appro-
priations Committee, that these new
firewalls unnecessarily impinge on the
appropriations process. Finally, I am
troubled by the complexity of this
mechanism and the reliance we have
placed on OMB estimates, particularly
with respect to the adjustments al-
lowed for the outlay limits.

In conclusion Mr. President, let me
say this. Even with my reservations
and concerns about our new discre-
tionary firewalls and the outlay adjust-
ments that will be made to them, I
strongly support TEA–21. The con-
ference report is the culmination of
over 14 months of effort by many mem-
bers of the House and Senate. Our com-
promise allows for highway funds to
once again be released to states and
avoid delay in this year’s construction
season. Most importantly, TEA–21 pro-
vides increased funding for our nation’s
infrastructure while maintaining fiscal
discipline and our balanced budget. I
support this bill and am proud to have
played an integral role in its develop-
ment.

Mr. MACK. Mr. President, first I
commend Finance Committee Chair-
man ROTH, and my Finance Committee
colleagues Senator KERREY of Ne-
braska and Senator GRASSLEY, for
their invaluable contributions to this
important step in cleaning up the IRS.
The IRS reform bill that we are about
to pass would never have seen the light
of day were it not for the efforts of the
IRS restructuring commission and the
determined leadership of Chairman
ROTH, who presided over the first
meaningful IRS oversight hearings
that this body has had in decades.

The IRS reform bill is a landmark
achievement, a shot across the bow to
the IRS letting them know that ‘‘busi-
ness as usual’’ will no longer be toler-
ated. But this bill—although it con-
tains the largest assortment of tax-

payer rights ever enacted into law, and
reforms the IRS with such important
innovations as the new Treasury In-
spector General for Tax Administra-
tion—is only the first step in a con-
tinuing process to curb the abuses of
the IRS. More important than the new
taxpayer rights, more important than
the procedural and structural reforms,
is the process that we used to fashion
this bill. Simply stated, the oversight
power of the Congress is the single
most powerful tool that we have to
root out the abuses and injustices that
have become ingrained in the corrupted
culture of the IRS. I strongly support
the concept of regular oversight hear-
ings of the full Finance Committee to
make sure that past mistakes are cor-
rected, that past misconduct is pun-
ished, and that the attitude and modus
operandi at the IRS are changed per-
manently.

The corrupt culture of the IRS can
change only if the old regime at the
IRS is completely swept away. I am en-
couraged by the recent announcement
of a high-level resignation at the Serv-
ice, in an office which seemed to be a
black hole for disciplinary investiga-
tions completed against IRS officials.
But one change in office is not enough.
Our oversight hearings exposed a rogue
agency that was literally out of con-
trol. We heard testimony that armed
agents use SWAT-team tactics to raid
businesses, that IRS officials callously
ignored the life-threatening health
problems of a taxpayer, that a sexual
harasser was promoted to be national
director of Equal Employment Oppor-
tunity, and that statistics of property
seizures were used to evaluate the per-
formance of IRS employees.

Most incredible but all-too-believable
was the story of one of my constitu-
ents, an IRS employee who blew the
whistle on a renegade special agent
with a drinking and substance abuse
problem. This renegade agent had fab-
ricated allegations of political corrup-
tion against several public officials, in-
cluding the former Majority Leader of
this body. This renegade was protected
instead of punished by his supervisors,
and the IRS employees with the cour-
age and public spirit to report the mis-
conduct ended up being the targets of
retaliation. In this instance, as in most
of the horror stories brought before the
Finance Committee, the misconduct
could not have occurred without the
encouragement or acquiescence of IRS
management. Yet, we were told that
one of the IRS managers responsible
for this cover-up and retaliation was
still on the job.

Congress cannot let up on the IRS.
We must follow through on the mis-
conduct exposed by the bright spot-
light of our oversight hearings. I am
calling on Commissioner Rossotti to
testify again before the Finance Com-
mittee, prior to the end of this legisla-
tive session, to bring us up to date on
the disciplinary actions taken as a re-
sult of our hearings. Has the member of
IRS management who covered up the
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scheme to frame Senator Howard
Baker been fired? Have the IRS em-
ployees responsible for the abuses of
power recounted to the Finance Com-
mittee been identified and terminated?
Have the members of IRS management
who condoned such behavior, or who ig-
nored it through complete incom-
petence, been found and disciplined?
We cannot fall into the trap of think-
ing that things are fixed at the IRS
just because this reform bill will soon
become law. The Senate has an obliga-
tion to continue its vigilance over the
actions of the IRS, to follow through
on the abuses that have been exposed
and root out those that perpetuate. Ex-
perience has shown conclusively that
the IRS cannot be trusted to police
itself.

This IRS reform bill is a step in the
right direction. The comprehensive
taxpayer bill of rights section is of the
most value to taxpayers, although it is
my belief that these provisions could
have gone further to strengthen the
rights of our taxpayers. Unfortunately,
under our rules, overly aggressive and
abusive IRS collections activity is ap-
parently built into the budget baseline,
and can only be redressed by raising
new taxes as an offset. Any system
that requires us to raise taxes to re-
place money that the IRS picks from
the pockets of our taxpayers is a sys-
tem that is broken and needs fixing.

I am particularly pleased that the
provisions of my Taxpayer Confiden-
tiality Act are included in the con-
ference report. These provisions afford
uniform confidentiality protection to
taxpayers for the tax advice they re-
ceive from federally authorized tax
practitioners in noncriminal matters
before the IRS and during subsequent
court proceedings. Under current law,
communications between taxpayers
and lawyers concerning tax advice can
often be protected from disclosure to
the IRS by the common law attorney-
client privilege, but communications
with other federally-authorized tax
practitioners—certified public account-
ants, enrolled agents, enrolled actuar-
ies, and attorneys providing advice in
the role of a tax practitioner—are not
protected. The new tax practitioner-
client privilege eliminates this unfair
penalty imposed on taxpayers based on
their choice of tax advisor.

I am concerned, though, about an
amendment to this provision that was
inserted at the 11th hour while the bill
was in conference. The amendment was
meant to target written promotional
and solicitation materials used by the
peddlers of corporate tax shelters, but
appears to me to be vague and unfortu-
nately employs an ambiguous defini-
tion of tax shelter that some argue
could be read to include all tax plan-
ning.

I discussed the problems inherent in
this last-minute attempt to create an
exception for the marketing of cor-
porate tax shelters in meetings and dis-
cussions with the Majority Leader,
Chairman ROTH, their counterparts in

the House, and the Speaker. It was
agreed that the language would be
clarified to alleviate these concerns
and ensure that the amendment does
not cover routine tax advice and nor-
mal tax planning designed to minimize
a corporation’s federal tax liability.
The language of the conference report,
however, could be interpreted in a
manner which does not fully reflect our
understanding and thus undermines
the intended benefit to taxpayers.

Our oversight hearings have given us
ample reason not to trust the IRS to
interpret this exception to the new
privilege in a narrow manner. Nor can
taxpayers rely on timely clarification
through judicial interpretations, as
these will be many years in the mak-
ing. This is an item we will have to ad-
dress at the soonest possible instance,
in the next tax bill.

One excuse we often hear from apolo-
gists for the IRS is that our tax laws
are too complicated, and that this is
the source of the tensions between tax-
payers and the Service. I cannot accept
this as the reason why armed raids are
conducted on the homes and businesses
of peaceful citizens, or why laws and
internal IRS rules are broken with
gusto and impunity. But it is true that
the complexity of the code is a drain on
the resources of our taxpayers, and is
one of the reasons I support tax reform.
In this regard, it is a big relief to all
taxpayers, big and small, young and
old, that the provisions of my Capital
Gains Simplification Act have been in-
corporated in the IRS reform bill. Re-
storing the 12-month holding period for
long-term capital gains will dramati-
cally reduce tax compliance costs, less-
en the punitive lock-in effect on cap-
ital, and yield additional federal reve-
nues in the first 2 years.

There is one final point I would like
to make concerning the IRS reform
bill, as one of the primary advocates of
the Sense of the Senate Resolution and
the moratorium on Notice 98–11 regula-
tions. Notice 98–35, issued by Treasury
to announce its intention to withdraw
the proposed and temporary regula-
tions issued under Notice 98–11, has
raised some concern for high-tech in-
dustries. For instance, Notice 98–35
does not make clear the grandfather
rules for licenses—it is important that
this be clarified, as the income of many
high tech businesses comes from royal-
ties tied to licensing agreements. Also,
the asset test described in Notice 98–35
may put high tech businesses at a dis-
advantage—as the assets of high tech
business consists mainly of intangible
assets, which the Notice does not ade-
quately take into account. It is my
hope that the Treasury Department
will clarify these and other issues
unique to high tech businesses.

Mr. President, final passage of the
IRS reform bill is an important step in
the on-going process of reining in the
IRS. Let no defender of the status quo
at the Service be mistaken on this
point: This is the beginning, not the
end, of our reform efforts.

Mr. KERRY. Mr. President, I join my
colleagues in support of the Conference
Report on the IRS Restructuring and
Reform Act of 1998. This legislation is
a victory for the American taxpayer,
and I applaud the work of my col-
leagues, Senators ROTH, BOB KERREY,
GRASSLEY, and others, who have dem-
onstrated such determination, vision
and leadership on this important issue.

I believe that the average American
taxpayer is fundamentally honorable,
willing to play by the rules and carry
his or her fair share of public obliga-
tions. Most public servants at the In-
ternal Revenue Service (IRS) perform
their jobs responsibly. But, sadly, there
are exceptions on both sides of this
equation, and those exceptions lead to
contentious circumstances which must
receive careful IRS management atten-
tion. Regrettably, that has too often
not been forthcoming.

It is clear that the Internal Revenue
Service is subject to some difficult
challenges. After downsizing in recent
years, the remaining IRS agents are
strained as they try to meet the de-
mands of increased audit and collec-
tion work. The management structure
within the IRS has made these prob-
lems even more difficult to solve. Re-
gardless of the reason, the abusive and
humiliating tactics which were
brought to light during the Senate Fi-
nance Committee hearings are intoler-
able and must be stopped. This legisla-
tion is an important step in the process
of reinstituting control at the IRS.

I have previously supported reform
efforts that were intended to make tax
collection fairer, and the IRS more ac-
countable. In 1988, I cosponsored the
Taxpayers Bill of Rights which ex-
panded the procedural and disclosure
rights of taxpayers when dealing with
the IRS, prohibited the use of collec-
tion results in IRS employee evalua-
tions, and banned revenue collection
quotas. During the 104th Congress, I co-
sponsored the Senate version of the
Taxpayers Bill of Rights II, which cre-
ated the Office of Taxpayer Advocate,
allowed installment payments of tax li-
abilities of less than $10,000, and im-
posed notification and disclosure re-
quirements on the IRS. Last year, we
enacted the Taxpayer Browsing Protec-
tion Act, which imposes civil and
criminal penalties on Federal employ-
ees who gain unauthorized access to
tax returns and other taxpayer infor-
mation.

The Internal Revenue Service Re-
structuring and Reform Act of 1998 will
restructure and reorganize the Internal
Revenue Service. It will create a new
IRS Oversight Board to review and ap-
prove strategic plans and operational
functions that are crucial to the future
of the agency and will ensure the prop-
er treatment of taxpayers by the IRS.

It would allow taxpayers to sue the
IRS for up to $100,000 in civil damages
caused by negligent disregard of the
law. It also expands the ability of tax-
payers to recover the costs of such liti-
gation, including the repeal of the ceil-
ing on hourly attorneys’ fees.
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The Conference Report expands the

protections provided to ‘‘innocent
spouses’’ who find themselves liable for
taxes, interest, or penalties because of
actions by their spouse about which
they had no knowledge and could not
have reasonably expected to know.

I remain concerned about the provi-
sion included in the Conference Report
that shifts the burden of proof from the
taxpayer to the IRS in court if the tax-
payer complies with the Internal Reve-
nue Code and regulations, maintains
required records and cooperates with
IRS requests for information. This pro-
vision could give comfort to a small
number of Americans who will do any-
thing to avoid paying their taxes but
may make the system of tax collection
even more complicated.

I support the idea of expanding every
American’s ability to save for retire-
ment and I was a cosponsor of the Roth
IRA bill to promote savings for every
American. However, I am concerned
that the proposed changes to the IRS
included in the Conference Report are
being paid for not by reducing spending
or by eliminating an unnecessary cor-
porate tax break, but instead by giving
a tax reduction to allow some elderly
taxpayers to convert their existing In-
dividual Retirement Accounts into
Roth IRAs. The Joint Committee on
Taxation estimates that this tax
change will not provide enough revenue
to cover the cost of IRS reform after
the year 2007. I would have preferred
that a more suitable offset were in-
cluded to pay for the important
changes in this Conference Report and
I believe that this offset should have
been included in a tax bill.

Americans merit an efficient and a
respectful government. In the course of
history, we have fought for freedom
from despotic bureaucracies. At the es-
sence of our democracy is our right to
alter any public institution which fails
significantly to deal respectfully and
competently with American citizens. I
believe the changes this legislation
will make will regain the balance that
has been lost in the relationship of the
taxpayers to the IRS while permitting
the IRS to do the difficult job it was
created to do.

Mr. D’AMATO addressed the Chair.
The PRESIDING OFFICER. The

Chair recognizes the distinguished Sen-
ator from New York.

Mr. D’AMATO. Mr. President, first, I
would like to thank my colleague, who
has been waiting so patiently, for giv-
ing me the opportunity of sharing some
thoughts with respect to the IRS re-
form package. I assure you I will keep
my remarks to a minimum.

But I would like to congratulate the
manager of the bill, the chairman of
the Finance Committee, Senator ROTH,
and the ranking member, my friend,
the distinguished senior Senator from
New York, Senator MOYNIHAN. They
have done an outstanding job. I would
like to commend Senator BOB KERREY
for his work. His work truly has helped
bring together the Senate and the Fi-

nance Committee in a way in which we
can pass this legislation that will be
helping millions of taxpayers and
change, I think, the culture—the cul-
ture—in which the IRS has been oper-
ating.

Indeed, the litany of witnesses and
stories—anecdotal and otherwise—that
demonstrated that there seemed to be
a pattern that none of us could be
proud of—the abuse of the little guy,
not the big corporate giant, but the
small business entrepreneur, the aver-
age-day citizen who lived in fear and,
indeed, tyranny, and in some cases was
rampant tyranny. And in no case was it
worse than as it related to the inno-
cent spouse. And every year approxi-
mately 50,000 cases were opened. And
the revenuer was after a spouse who
had little, if anything, to do with not
paying their fair share of taxes—inno-
cent of the fact—and in 90 percent of
the cases they were women. They
signed a joint return, and in some cases
didn’t even sign a return. We had some
cases where their signature was forged,
but we were so desperate for money,
they were hunted down. Indeed, some
had to give up their jobs and some had
to live in fear, and some even left their
spouses, their new spouses because
they were afraid that the new spouse
and his family would have the revenue
agent after them. Horrendous. Incred-
ible.

I take this opportunity to salute a
courageous person who came and testi-
fied before our committee, a citizen of
New York, Beth Cockrell, who epito-
mized this tragedy and whose case
went all the way up to the Supreme
Court. And because of the manner in
which the law was written, why, the
court ruled against her. But nonethe-
less—nonetheless—she is a person who
was abused by the revenue code and the
agents who pursued her.

Indeed, now they will be free, hun-
dreds and hundreds of thousands—
mostly women—who have lived for
years with open cases against them,
who had accumulations of interest and
penalties, in some cases that go into
the hundreds and hundreds of thou-
sands, if not millions, of dollars, and
they can hopefully now begin to re-
sume a more normal life and clear
away that pattern of abuse with which
they have had to live. Hundreds of
thousands will be free. And, yes, tens of
thousands on a regular basis no longer
will have to face this because they
were married, and someone—their
mate—did not pay his or her proper
taxes, they were then held responsible.
They would be totally innocent and un-
aware of this fact.

I have heard colleagues speak to
many issues in terms of what this bill
does. I think it is important so the cul-
ture, hopefully, will be changed.

I think one of the most significant
provisions, one that I was proud to au-
thor along with Senator GRAHAM of
Florida and Senator MOYNIHAN, the In-
nocent Spouse Relief Act of 1998, a bill
that would give protection to innocent

spouses, and is supported by all of our
colleagues, will now be the law of the
land, and those who are innocent will
no longer have to live in fear for the
actions of someone else.

I thank my colleague for giving me
this opportunity, Senator MCCAIN of
Arizona, to make these remarks.

I yield the floor.
The PRESIDING OFFICER. The

Chair recognizes the Senator from Ari-
zona.

Mr. MCCAIN. I ask unanimous con-
sent to address the Senate as in morn-
ing business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

f

UNITED STATES RELATIONS WITH
CHINA

Mr. MCCAIN. Mr. President, our rela-
tionship with the People’s Republic of
China is perhaps the most complex of
any within the realm of foreign policy.
Absent the scale of confrontation the
United States experienced with the So-
viet Union throughout the Cold War,
U.S. diplomacy must, for the foresee-
able future, walk a very fine line be-
tween cooperation and challenge with
the world’s most populous nation. The
very nature of the Soviet threat pro-
vided a level of clarity absent in our
attempts at formulating a long-term
policy for dealing with China. There is
no justification for a policy of contain-
ment when there is no reason to be-
lieve that Chinese foreign policy is in-
herently expansionist. Indeed, there is
no reason to believe that China’s exter-
nal ambitions extend beyond those
with which we are already familiar: is-
land chains in the South China Sea and
the most dangerous issue of all divid-
ing our two countries, the status of
Taiwan.

The complexity inherent in U.S.-
China relations simply allows for nei-
ther the demonization of China, as
many here would have it, nor the kind
of alliance we enjoy with our closest
allies. The issues are too varied, and
the emotions surrounding them run too
deep. The issues with which the United
States takes exception relative to
China, especially in the area of human
rights and religious persecution, are
too central to our values as a nation
for us to ignore. With every dissident
thrown into prison, for every item pro-
duced with forced prison labor, for the
memory of those killed in Tiananmen
Square, those charged with the conduct
of American foreign policy must take
the government in Beijing to task and
demand, not ask, a measure of justice
none of us really expects to materialize
soon enough. And therein lies the di-
lemma we face in dealing with China:
We demand of it something it has never
had—freedom.

President Jiang Zemin made clear
the high priority his government
places on social stability at the ex-
pense of personal liberty. President
Clinton, to his credit, offered an articu-
late defense of the emphasis the United
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